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REVIVING THE ACTIVITIES OF THE WAR FINVNCE 

CORPORATION. 



THUBSDAY, DECEMBEB 2, 1920. 

Joint Session of the 
Senate and House Committees on Agriculture, 

Washington J D. C. 

The Committee on Ajgriculture and Forestry of the United States 
Senate and the Committee on Agriculture oi the House of Repre- 
sentatives met, pursuant to call, at 2 o'clock p. m. in the rooms of 
the Senate Committee on Agriculture and Forestry, Senator George 
W. Norris presiding. 

Represeptative Flood. Mr. Chairman, I have a telegram from 
Mr. W. R. Ogg, the secretary and treasurer of the Tobacco Growers 
Association of Virginia and North Carolina, advising me that they 
liave not had sufficient time to appoint a representative to be at 
this meeting, and requesting that I appear and look after their 
interests. I presume oenator Swanson has a similar telegram, and 
[ suggest that if these hqarings are to continue for several days that 
in opportimity be given a representative of this association to be 
leard. 

The telegram is as follows : 

Lynchburg, Va., December 2, 1920. 
I. D. Flood, 

Hcnise of Representatives f Washington, D, C: 

We had insufficient time to appoint a representative to confer with Senate and 
iouse Agricultural Committees in joint session to-day. Will you please attend this 
nesting and look after interests of tobacco growers toward larger credit -facilities for 
Jiem and toward opening of foreign markets, increase of prices, and any other prOpo- 
litions which you may consider advisable? 

W. R. Ogg, 
Secretary-Treasurer^ Tobacco Growers Association of 

Virginia and North Carolina, DanviUe, Va, 

Senator Swanson. Mr. Chairman, I have a similar telegram to 
)he one just presented by Mr. Flood, as follows : 

Lynchburg, Va., Decernber 2, 1920, 
yiiAUDB A. Swanson, ^ 

United States Senate, Washington, D, C: 

We had insufficient time to appoint a representative to confer with Senate and 
louse Agricultural Committees in joint session to-day. Will you please attend this 
aeeting and look after interests of tobacco growers toward laiger credit facilities for 
hem and toward opening of foreign markets, increase of prices, and any other propo- 
itions which you may consider advisable? 

W. R. Ogg, 
Secretary- Treasurer, Tobacco Growers Association of 

Virginia and North Carolina, Danville, Va. 

I also request that if these hearings are to continue for any length 
>f time that an opportunity be given a representative of this associa- 
ion to be heard nere. 

3 



4 REVIVING THE ACTIVITIES OF WAB FINANCE CORPORATION. 

Representative Byrnes of South Carolina. Mr. Chairman, the 
Cotton Growers Association would also like to have a representative 
heard here. Mr. Wanamaker is president of that association, and he 
would like to be heard. 

Senator Norris. Mr. Scroyer, secretary of the Farmers' Union of 
Nebraska, is in the building, in my office, and if it is agreeable to the 
members of these committees, I would like to have Mr. Scroyer heard 
this afternoon. 

Senator Ken yon. Mr. Chairman, while Mr. Scroyer is coining, I 
suggest that Mr. Meyer, who was formerly a director of the War 
Finance Corporation and who accoiiipanied the Reconstruction 
Committee on its tour of investigation throughout the country, be 
heard, to give to the committee such information as was secured by 
that Reconstruction Committee. 

Senator Norris. We will hear Mr. Meyer now, if there is no objec- 
tion. 

STATEMENT OF MR. EUGENE METER, JR., FORMERLY MANAG- 
ING DIRECTOR OF THE WAR FINANCE CORPORATION/ 

* 

Mr. Meyer. Senator Kenyon, I assume it is in order for me to 
report a little about the trip of the committee of which you are a 
member and of which Senator Calder is chairman. Senator Calder, 
the chairman,, not being here, I was a little reluctant to have it 
appear in the form of a report of that trip. 

Senator Kenyon. Well, give your own observations. 

Mr. Meyer. I was simply an attendant of the committee, having 
been asked by Senator Calder to make some observations on finan- 
cial matters. 

Senator Kenyon. Have you stated your position and ofiicial 
connection ? 

Mr. Meyer. I was formerly a director of the War Finance Cor- 

{)oration, from the time of its incorporation, and managing director 
rom Julyl, 1919, until June 1, 1920. 

When Senator Calder undertook to investigate reconstruction, 
the production for the Senate committee of which he was chairman, 
he asked me as to the housing situation and for some suggestions, 
and I pointed out that the housing situation was only one factor of a 
general situation in which scarcity of capital was the fundamental 
fact which was making the trouble, and he asked me how the hous- 
ing industry could get^capital, and I told him that it could not under 
the circumstances; he asked me how the circumstances could be 
changed so that it could be done. I said if we had more earning and 
less spending it could be done. That led to my suggestions on the 
whole situation, and after that I accompanied the Senator on his 
trip. 

Senator Norris. Mr. Meyer, if you will excuse the interruption, 
Mr. Scroyer is now in the room, and if you will allow Mr. Scroyer to 
be heard now so that he may get away, it will very greatly accom- 
modate him. 
" Mr. Meyer. I will be very glad to. 

Senator Norris. Mr. Scroyer, the committee will be glad to hear 
you. 
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STATEMENT OF MR. J. A. SCROTER, SECRETARY OF THE 

FARMERS' TJNIOir OF NEBRASKA. 

Mr. ScROYEK. Gentlemen, I want to say to you that I probably 
have nothing new to say to you this afternoon any more than what 
you have heard, but I certainly can confirm any of your ideas in 
regard to these western conditions and the deplorable state in which 
the farmers find themselves. 

Senator Norris. I wish you would tell the committee where you 
live and what your business is. 

Mr. ScROYER. I live in Nebraska, the southeastern part of 
Nebraska. I have lived there for 41 years on one farm, and have 
been engaged solely and only in farming. 

Senator Norris. What connection, if any, have you with any 
farm organization ? 

• Mr. SSroyer. For about the last four years I have been on the 
State Board of the Farmers' Union of Nebraska, and also secretary 
of that organization. 

Senator Norris. Does your business as such take you over much 
of the State, and if so, how much ? 

Mr. ScROYER. The entire State of Nebraska, from border to 
border, every way. 

Senator Norris. Now, I wish you would tell the committee in 
your own way just what the conditions are of which you have personal 
knowledge. 

Mr. SoROYER. During the summer I have seen a crop grow and 
mature which is the best — not nearly the best, but the best that was 
ever grown in that State. We have a splendid crop of corn, a crop 
of corn never exceeded. Almost every acre has reached its limit of 
production this year. Our wheat, witn very few exceptions in lim- 
ited territory, is the best ever grown in that territory. It was un- 
injured by rains during the harvesting and thrashing, and is stored 
and thrashed in the best possible condition that gram could be cut 
and thrashed in that State: 

We had hay from one end of the State to the other that was never 
equaled in quantity or quality. The rain never interfered with 
the harvesting of that hay, and it stands in the barns and stacks in 
immense quantities. There is more than I have seen in any other 
year. ^ 

. Our oats crop is immense. On my own farm it went 56 bushels 
to the acre. We think we have the greatest oats crop that was ever 
grown in Nebraska. 

Our hog and pig crop is not so large, on accoimt of the terrible 
conditions that prevailed. 

Our cattle are not so numerous as they ought to "be, and yet they 
seem to be more numerous than we care to have them. The reasons 
are these: We have no market for our wheat; the cars could not 
carry it away. Consequently it is lying in our bins. Last week I 
saw in Custer County, wheat at $1.56 a bushel, as fine wheat as ever 
was grown in Nebraska. And the seed for that wheat was probably 
bought at $2.50 or $3.50 per bushel if the farmer did not raise it 
himself and had to buy it. There was an immense amount of seed 
sold throughout the State at that price. The harvesting cost was 
very great, about 70 cents an hour. The twine was bought at a high 
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price. The food we fed to our harvesters and thrashers was th 
highest that was ever known. It was tremendous. And I want t< 
say that the thrashing bill was the highest that was ever known 
It was 12 cents a bushel. We paid that actually on our own farmsj 
$200 a day for one day^s thrashing — 12 cents a bushel. All thh 
added expense beyond what we had paid before is added to oiu 
wheat, and we find it in our bins at the magnificent price of $1 .56 i 
bushel. And much of it is raised on land on which the owner is ii 
debt. This year we are building a new State House, and buildiiJ 
consolidated schools, and are building $6,000,000 worth of roads 
so I will not be surprised when I get back home and get my tai 
statement to find that it is nearly $2 an acre taxes. 

Men, these are the actual conditions. I know it will be above 
$1.50 for taxes. These are the conditions m regard to the wheat 
market. 

On the corn market like conditions prevail. Some of our boys 
were patriotic enough not to try to get exemption, but went to the 
war. Some of them sold their horses and tools, and some of them 
put the money into the bank, and when they came back, as my bor 
did, he invested the money in new-seed wheat at $3.50, and had to 
get a few implements, and harness, which cost $32 a set, actuaHy 
on my farm, although the hide only brought us $8.60 during the war 
times. 

Senator Curtis. Now^they are selling for $1.25. 

Mr. ScROYER. I don't know. We haven't anything now to buv 
them with. 

The corn that that boy has raised will bring 40 cents a bushel. 
In Humboldt, Nebr., it was 35 cents. It was 40 cents in my to^wn. 

Senator Norris. Your town, while you say it is in southeastern 
Nebraska, it is pretty well east ? 

Mr. ScROYER. Yes; in the best part of Nebraska. 

Senator Norris. And it is fair to say that all through the State 
corn would not exceed 40 cents ? 

Mr. ScROYER. No, sir; I don't think it* would any place in the 
State. 

These soldier boys and the other renters, and the landloids them- 
selves — but the lenter, especially if he pays one-half of the grain to 
the landlord, it leaves 20 cents a bushel, but he has to pay 7 cents s 
bushel for the husking, and 3 cents a bushel for the shelung, and that 
leaves him the splenaid sum of 10 cents a bushel. If he was a real 
hard-working farmer, and took no vacations, he might have raised 
2,000 bushels of co n during the siunmer. Gentlemen, he has $400 
to pay his past debts with, and to pay his debts that will accumulate 
and get him thi:ough the winter and get ready for another year's 
business with, if he has been a successful farmer. 

Senator Kenyon. The papers carried a story that some of the 
farmers were going to bum their corn for fuel ; is there anything to 
that ? 

Mr. ScROYER. I was in Custer Coimty a week ago to-night or yes- 
terday. I heard the farmers discussing this very question. Gen- 
tlemen, they were stunned ; they were beyond the stage of accusation 
or rebellion; they we e actually stimned. Several of them in the 
audience did say that; they actually said it; I discouraged it as 
much as possible. I said, ''Gentlemen, the world needs our food 
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supplies; let iis not destroy it. As long as Nebraska has a tree, 
or W© can ship in coal, let us do it." They said, ''No, Mr. Scroyer, 
you. would not do it either. K it costs more for us to seU that corn 
and. we are bothered trying to do the work — if it costs us more than 
it does to get the cod.1, and the coal is not worth as much as the corn, 
we are going to burn it.'' These men actually said that a week ago 
to-night or yesterday. They said, ^^ We are going to burn the corn." 

Senator SLenygn. Do you know what the corn crop of the United 
States is this year ? 

Mr. SoKOYER. No, sir; I do not know. ♦ 

Senator Kenyon. What is the corn crop of Nebraska ? 

Mr. Scroyer. I can not tell you that either. 

Senator Kenyon. You know it is the lai^est you have ever had ? 

Mr. Scroyer. Yes; it is the lai^est we have ever raised. 

Senator Kenyon. So your problem is this great surplus ? 

Mr. Scroyer. Yes, sir. 

Senator Kjjnyon. What is your remedy? X 

Mr. Scroyer. I have some remedies, gentlemen. If you say there 

is a law of supply and demand and that is what controls these things, 

gentlemen, that is not true. Don't you believe it. If you do m 

theoiy, you can not do it in practice. We know in Nebraska the hog 

crop IS the shortest it has ever been for years. But in Nebraska the 

other day a man in Custer Coimty, or any other county for that 

matter, who loaded/his fat hogs on the car, the hogs that weighed 

'SOO poimds apiece, the kind that the Government told me they 

needed for export to these cotmtries that to-day are starving — they 

told me to encourage the raising of hogs, and, gentlemen, I did it, 

and last week I saw some of those farmers who lollowed my advice 

load their fat hogs that weighed 300 poimds, and between the time 

they loaded them on the road to Omaha, which took two days to 

reach there, they found that those hogs had dropped, not only $1, 

but $2 per hundred, making $6 on a 300-pound hog, between the 

farm and the market. And you gentlemen Imow that no depreciation 

had occurred in the hog market to justify that. So whenever that 

argument is brought up of supply and demand, that is not the 

situation, and does not nave anytnmg to do with the conditions that 

meet one now. 

My reasons are these: I have written four or five of them down, for 
fear I would not get them in the order that I should. I certainlv 
know what they are, and the most important, and the order in which 
they should be done in the United States to bring about what we 
farmers want. I want to tell you, as I came along and looked up 
at one of these magnificent marole temples that the Government has / 
built, and the inscriptions on it, it said this: ^^The best home is the 
home on the farm.'' It said, '^The main source of national wealth 
is the farm.'' It said, '^ The foundation of supplies is the farm.'' 
And down below it said, '^The farmer wiU cause the desert to blossom 
as the rose. '' Gentlemen, I have seen that Nebraska farmer coming 
into the desert, and I have seen him make it blossom as a rose, and 
to-day I have seen it enter into the veins of the farmer and prick his 
life blood, and to-day he is on the verge of ruin, although he may 
own $50,000 worth of Nebraska land, because he can not borrow any 
money. And a banker from Table Rock told me the other day on 
the way to Humboldt, he said: ''Scroyer, I know these people, and 
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I have $200,000 loaned on these fanns. I am compelled to call 
them in — I want to do all I can for them, but I am compelled to tell 
them to sell their hogs and cattle even if they are not quite fit to go ; 
to sell their wheat, although it is below the cost of production, and 
pay me some money so I can go on up and pay it again/' And, 
gentlemen, here are some things that are confronting the people of 
Nebraska. They are compounding our interest every 90 days. 
Gentlemen, you studied compoimd interest, and if you do not remem- 
ber how, just ask one of your children in. school, or the teacher, to 
figure it up for you, and vou will find that for $100,000,000 loaned 
to the farmers, compoimded every 90 days, you will see where we 
farmers are going to come out at. 

Representative Tinchbr. What is the rate of interest ? 

Mr. ScRoyER. Seven per cent; in the rest of the State it is 10. 

Senator Norris. You can not get it any other place at less than 10 ? 

Mr. ScROYER. No. Mr. Norris knows I live in the best part of the 
State. 

I want to say to you gentlemen that we must have an extended 
credit, and equal credit. Gentlemen, we do not ask for favors; we 
do not ask the Government of the United States to donate a cent to 
us, but we demand equal credit. You know what equal credit is. 
If one of my neighbors lias a carload of cattle, younff stuff, and is not 
able to finish them, and one of his neighbors could handle these cat- 
tle, he has the feed, but not the money, he goes to the bank for the 
money, and the banker says, ^'No; you can't have it. You let your 
feed he still; I am going to ask you to sell it next week at a reduced 
price and pay on your note. You can not finish these cattle and raise 
more meat products to feed the world." And there he is. But 
suppose he or his son wants a new automobile, he can go to town and 
traae in the old one for $500 and give a note for $2,000, and that same 
banker will cash the note. Gentlemen, we demand equaUty. Dur- 
ing times past we have borrowed money, and I did, at 8 per cent; 
I do not think I ever paid over 8 per cent. And yet we have known 
the railroads to borrow thousands and thousands of dollars at 4 per 
cent. And what we want is equal credit. We don't want anybody 
to say, "Why, the farmers' monev is not as good as anybody's.'' 
And we want extended credit, so tnat we do not have to compound 
our notes every 90 days. This is no guesswork. This is true, and I 
can find you. the farmers that are doing it. 

Senator Gore. That is when they do not pay their interest ? 

Mr. ScROTER. When they renew their notes. Suppose you have a 
note for three or four years, and you go to renew it, the banker says, 
" 90 days ocly," and he begins to compound it every 90 days. 

Senator Gore. I don't quite understand that. 

Ikfc. SoROYER. If a year ago I had bought a carload of cattle, young 
stuff, and sent them out and realized on that stuff, but still owed 
$1,500, and I went down and asked them to renew that for a year 
they would say, "No, sir; you can not have it but 90 days." 

Senator Gore. They charged you 8 per cent for the year? 

Afr. ScROYER. Yes, sir. 

Senator Gore. If you renewed it for the year it would be 8 per cent 
a year? 

Senator Norris. But they add the interest to the interest every 
90 days. 
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Mr. ScROYEB. If you get any school boy to figure that up for you 
you will find it will eat you up in about seven years. 

We want immediate export. When I heard that banker make 
that remark on the train the other day, I went to Kansas City and 
I heard the managing director of the War Finance Board get up in 
£]ansas City before a band of farmers and say ^^We want the War 
Finance Board reestablished.'' Gentlemen, I am not here to give 
you advice whether you should reestablish that board or not. That 
IS not what I am here for. But we asked him some questions, some 
one in the crowd did, ^'Honored sir, when will we be nelped by these 
plans that you have been talking about?" He said, ^^ After awhile; 
^^e are going to finance the exporters, and then the exporters can be 
relieved, and then we will relieve you gentlemen." Honored gentle- 
men, they are relieving us right now. If they get our cattle at 
reduced prices, if they get our wheat and com and hogs, what do 
we care then ? Of course, we want starving Asia and Europe to get 
our food as quickly as possible, but what will it help us after some- 
body has taken everytning out of our hands? Somebody has the 
biilK of our goods. 

Senator Curtis. You want arrangements now? 

Mr. ScROYER. We want immediate export. If you want to make 

E revisions for a relief, we want the Federal land banks restored. We 
ad that and that gave some relief, and I will not say much about it, 
because you gentlemen will know that the farmers virtually through- 
out the United States want it — the restoration of the Federal land 
banks. 

Senator Norris. Of course, you understand that the constitu- 
tionality of the act creating those banks is now in the Supreme 
Court? 

Mr. ScROYER. Yes; I know that, but we want them. 

And the abolishing of dealings in futures. Some time ago, gentle- 
men, we had raised a certain amount of com. I have forgotten what 
it is. Some one asked me here, but I have forgotten. I do not cany 
those figures in mj mind. I am as certain as that I stand here to-day 
that the papers reported that that com had been sold three times 
already in the Umted States, fictitiously raisii^ and lowering the 
prices of our products by dealing in futures. The farmers, not onlj 
of Nebraska but of the whole United States, demand that this 
dealing in futures be taken away and that we be set free from the 
terrible octopus that is consuming us. We want the abolishment of 
future dealings. 

And we want a stabilizing of the markets. But before I say any- 
thing about that I want to say one word about t£e tariff on farm 
products. Gentlemen, we have learned. We used to be somewhat 
of a free-trade proposition, but we have seen our things increase 
and grow and bring profit to others by the tariff. Now, fellow 
Democrats, of which 1 am one — or was one, I mean — all over the 
United States had sanctioned the Republican policies of many years. 
No, gentlemen, you are ntiistaken in that. They are sanctioning the 
coming Republican policy that is coming in the coming years. And 
we demand, along with other people, that we be taken care of. Here 
are the dangers that haye arisen along that line. Manufacturers have 
put their products so high that we can not buy them. You gentle- 
men may know about this — although you may be farmers, you are 



10 REVIVING THE ACTIVITIES OF WAB FINANCE CORPORATION'. 

out of the field just now. The big interests are going to take thesi 
machines that we can not buy into South Amenca on the cheapei 
.land, or to Canada and other places — I have a farm in Canada, and 
am shipping wheat to the United States now, so I am talking against 
my own interests — but we want that tariff that will protect us m 
well as other people. So I leave that up with you; you have studiec 
the tariff long beiore I coincided with you. 

We want a stabilizing of the markets. To illustrate, that prop 
osition I told vou about the hogs is a fair sample. Two years ago 
perhaps, this fall, I stood on my station platform — before this crasl 
came. One of my neighbors went to St. J©e and sold to a farmers 
commission firm in that city, or sold through that firm. I stood od 
the platform when he came home, and I said, ^'How did you get 
along?" He said, ^'Terrible; the nogs are not sold yet. Tte mar- 
ket dropped $1.25 between the time I left Humboldt and the time I 
reached the market." TTiink of that. We want a stabilizing of the 
markets. 

Now, we want — I am not going to say before this body much 
about the proposition— but we want for Secretary of Agriculture, 
and I do say tnat, we want a man of certain character; we. want a 
man who can take hold of its problems. Gentlemen, I am not talking 
of your problems now, but somebody else's. But we do want a man 
who knows the farmer and is with the farmer, and consequently can 
be for the farmer. We want a ^'dirt farmer." That is the reason 
millions of us turned over and voted for Mr. Harding this year. We 
want a man to direct in agricultural pursuits, because he knows the 
conditions; because he has followed the plow. The assertion has 
been made to me since I have been in the Capital that there are only 
two men — I do not know whether the man is in the room or not 
now — I have not caught his eye yet — but there are only two men 
who are big enough for Secretary of Agriculture. Gentlemen, you 
do not know the progress that the farmer has made. You do not 
know the thoughts that they are thinking. 

I want to say to you that there are a hundred men in the farm 
ranks big enough for Secretary of Agriculture — -a thousand of them, 
when we come to that. And the farmers are going to demand this 
week — 60 cars of the Bolshevik organization, are gomg down through 
Nebraska preaching the doctrine. Don't you worry, they are going 
down there. One hundred and twenty of them, 60 cars, are preach- 
ing the doctrine. I heard one of those men say last week on the 
street of a little city — I could point you to the very spot— I said to 
him, ''It is a pity wheat is gomg down to $1.15 as I see it going." 
He said, ''Let ner rip, the lower it goes the more men we can get to 
pay $18 to us.'' Gentlemen, that danger stands in front of us now. 
And the reason they say that is that the farmers have never been 
treated fairly. The history of farmers in Nebraska, Mr. Norris and 
others, is that we have never placed ourselves properly before you. 
With 40,000 constituents, 80,000 now with the women, we have not 
asked for office. In Nebraska we have more laws than any other 
State in the Union has given to farmers, and did not think about 

Sutting ourselves into office. This new oi^anization and plan 
emands that only farmers be placed in office. And, gentlemen, 
unless we shall curb that spirit that is joining with the labor ele- 
ment — ^I mean the lower part of the labor element — unless we do 
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get real farmers placed in charge of the affairs of the farmers there 
IS a danger there. 

I do not hold it above you as a threat, but I say it is a condition 
that you have got to understand and make Mr. Harding understand. 
Therefore we are not only going to ask but demand that we have a 
Secretary of Agriculture who has held the plow, who knows the 
industry, and who knows cooperative industry. That is one of the 
things we demand. I do not want to talk to you longer. I certainly 
thank: you for the little bit of tioae you have allowed me here to-day. 
If there are any questions that you want to know about agriculture 
in Nebraska, I will not say that I will be able to answer them but I 
will try to. If not, I thank you exceedingly for this privilege. 

Senator Norris. Would you be able to give us vour ideas as to 
how the stabilizing of the market should be brought about? 

Mr. ScROYER. The stabilizing of the markets, we will have to have 
an arbitrary committee. We nave such things in the United States 
in some lines. We want an arbitrary committee, if nothing else will 
answer. I think the removing of future dealings will have much to 
do with it. But a Secretary of Agriculture who can investigate 
along this line and deal with the farmers will help us largely. 

Senator Kenton. Did you mean what you said about fixing prices? 

Mr. ScROYER. No ; I am not a price fixer at all. 

Senator Kenyon. You said something about fixing the prices. 

Mr. ScROYER. No, sir; I do not believe in what was done or fixing 
the prices for a whole year. 

Senator Kenyon. You do not believe in fixing prices ? 

Mr. ScROYER. No, sir; I do not. We have an organization that 
is putting that over in the State. The farmers' union has not stood 
for that, although they are calling our men away from us on that line 
by this Bolshevik argument that can be used in these times. 

Senator Gore. The price fixed during the war, was that satis- 
factory ? 

Mr. ScROYER. Oh yes, during the war. 

Representative Riddick. That was not satisfactory to the north- 
western farmers; I speak as one who knows how the northwestern 
farmers feel. 

Mr. ScROYER. It certainly did this: When the wheat was rising 
to $3.50 it cut us down, but we said that was patriotism. 

Representative Riddick. The prices of everything that wheat 
entered into were fixed. Everytning else was allowed to go as it 
would. 

Mr. ScROYER. Yes. Gentlemen, I carried a hat into this room. 
I do not know where it is now, but to show you something about the 
unstabilized condition, that hat cost me 4 bushels of com during the 
highest prices. The other day I went into a store and wanted to 
replace it, and I tell you, gentlemen, I had to have that old hat 
cleaned and have a new band put on and wear it. I could not replace 
it. That hat, which cost me 4 bushels of com, when I went to re- 
place it the other day would have cost me 21 J bushels of com. This 
suit of clothes which I have on was listed up to $37.50 during the war. 
It is just such a suit as we farmers wear. The other day it still had 
that $37.50 on it. I could have paid for it with 18 bushels of corn 
at one time, and the other day when I went in to price it, it would 
have cost me 62| bushels of com. It is the reduced prices now. 
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I see the same reductions marked on these windows here that I got on 
this suit of clothes. 

Representative Heflin. May I ask how about the cost of produc- 
tion of com and wheat this year compared to other years ? 

Mr. ScROYER. It is just as heavy. 

Representative Heflin. What does it cost to produce a busliel of 
corn or wheat ? 

Mr. ScROYER. I heard that so many times that the information is 
not reliable. I could not tell you the exact figures. Our State has 
that, but I do not keep it in mind. 

Senator Norris. Mr. Scroyer, I wanted to ask you if there i?rere 
any instances that came under your observation where a tenant 
farmer has produced a good, big crop of corn and given it up and left 
it, thinking it would cost more than he could get out of it to pay his 
rent and to harvest it ? 

Mr. Scroyer. I did not see it, but I have heard of it. In my own 
neighborhood, where the one-half rule prevails — gentlemen, dfo not 
take these figures but they can be verified. The young man who 
returned from the war and bought his seed com and went out and 

Eroduced a crop of com, that com, after he gives his landlord one- 
alf of it — this is common in my neighborhood, on this $300 and $400 
land — he has 20 cents left. He has to go and gather his own land- 
lord's com, and it costs 10 cents a bushel to gather and to shell it, 
and then he has 10 cents left. 

Senator Norris. What does it cost, assuming he is 10 miles away 
from market, to deliver it ? 

Mr. Scroyer. I think some years ago we hired a truck, and it cost 
6 cents then to truck it — a bushel. 

Senator Norris. How far ? 

Mr. Scroyer. Six and one-half miles. 

Senator Norris. If he' was 10 miles away, it would cost more than 
he would be able to get out of it ? 

Mr. Scroyer. Yes; at the present time. 

Representative Riddick. You say you shipped your Canadian 
wheat from your Canadian farm to the United States ? 

Mr. Scroyer. It is shipped down here. 

Representative Riddick. What advantage does that give you ? 

Mr. Scroyer. I don't know; but the same as any other farmer. 

Senator Wads worth. You can charge him the exchange ? 

Mr. Scroyer. Yes; but I do not get that; somebody else gets it. 

Senator Gore. You say you want immediate exports ; what are the 
difficulties about exporting farm products now ? 

Mr. Scroyer. Now, you mean. Senator? 

Senator Gore. Yes, sir. 

Mr. Scroyer. Well, I am not familiar with that. 

Senator Curtis. It is claimed by those who have written to me 
that it is the trouble about getting the money to handle the crop, and 
then the foreigner getting the money to pay for it. 

Mr. Scroyer. Yes; but the question is this. Senators: Will they 
have the money^next spring after they have got our com ? If they do 
not have it then we will be satisfied with these people, but we are not 
satisfied now, and the next time we have an election we Republicans 
can turn Democrats the same as we did Republicans this time. 

Senator Norris. You will get tired flopping. 
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Mr. SoKOYER. We have to have some diversion. 

Senator Curtis. May we find out what has become of these organi- 
zations that were authorized by law last session. 

Senator Norris. You refer to the Federal reserve act ? 

Senator Curtis. No; but the amendment to the national bank act 
i^hich authorized the doing of business by these corporations with 
foreign Governments. 

Senator Harrison. They are organizing some of those corpora- 
tions. 

Senator Norris. I think we had better call the Secretary of the 
Treasury and the governor of the Federal Reserve Board to make a 
statement to us. 

I thank you for permitting this interruption, and we will now hear 
Mr. Meyer further. 

STATEMENT OF MB. EUGENE METER— Resumed. 

Mr. Meyer. The figure Mr. Scroyer presented is one which is 
typical of what we encoimtered when Senator Calder, Senator Kenyon 
for a part of the way, and I and some other assistants recently made a 
trip around the country. The conditions in Cleveland and Chicago, 
the first places we visited, where coal and steel and iron and coke are 
the principal products, were not so bad — the conditions there' are not 
so oistressing. There is some unemployment in Chicago, tod it is 
growing, but even in the last two weeks the bottom has dropped out 
of the iron market. And I think there will be no exception there to 
the blight that has been sweepjing the country the past few months. 
I have talked to many people in the last few months, and they have 
generally agreed that conditions were going to be bad — ^but — and then 
they figure out that the special business they are interested in would 
be exempt from trouble. And in every instance these special features 
to be exempted have fallen to the general tendency of prices and the 
congestion of markets. The characteristic feature of the situation 
paight be described as a congestion in the circulation of business, and 
it is spreading in all directions. 

Senator Calder, the chairman of the committee, asked me to give a 
little impression of the trip, and 1 will do so. 

Senator Kenyon. Just the agricultural features of it. 

Mr. Meyer. The ^ain and the corn and pork products were dupli- 
cated in the cattle situation, which we visited in Colorado. Senator 
Thomas is familiar with that. We have heard from other sections of 
the Northwest, where cattle and grain is the principal business, that 
we did not have a chance to visit. Senator Kellogg knows it is the 
same in his territory. 

Coming back we stopped in Kansas City, which is the center in 
the Mississippi Valley of the grain and cattle business, where the 
banking strain has been especially acute during the last few months 
and where the Federal reserve bank discounts reached their highest 
points compared with the resources of the district. They have been 
getting in some money and decreasing the inflation, and they find 
the way to decrease inflation is to move goods. A man goes to his 
local bank and pays off his loan, and the bank can pay off the mem- 
ber bank and the member bank repays its loan irom the Federal 
reserve bank. Hitting business over tne head with a club will not 
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decrease inflation, no matter how much it may be advocated. It 
may cause senselessness, but will not cause the kmd of sound liquida- 
tion which is needed now. 

We went from Kansas City to St. Louis, and a number of leading 
men from Memphis appeared to present southern conditions. Senator 
Spencer sat with Senator Calder, and we heard from the men from 
the South concerning cotton and cottonseed oil and cottonseed cake. 
On account of its being a one-crop territory, if one were to discrim- 
inate between extremes of hopelessness perhaps the South has suf- 
fered more acutely than any other part of the country. I think it is 
not unnatural, because the South nas depended upon exports more 
than any other activity, with the exception of the copper industry. 
About five-eighths of the cotton and the copper in America in the 
past has always gone for export. 

Now, the Secretary of the Treasury, with whom I am obliged to 
differ, although it is unpleasant to differ with a man who has been 
your superior officer, is giving the total dollar values of exports as 
nis reason for saying that there is no need for more exports, and per- 
haps he even intimates that there is no opportimity for additional 
exports. The cotton exports to Germany are 25 per cent of what 
they were before the war. Whatever the figures in dollars may be, 
the amounts are what interest the producer. The farmer does not 
produce dollar exports; he produces bales of cotton, and bushels of 
wheat, and products measured in pounds and tons. You may be 
misled by the dollar value of exports, and you may be misled on the 
total figm'es. The statisitcians say that the volume is 25 per cent 
in excess of what it used to be before the war. But I have made a 
little compilation of the cotton situation, simply as an index. The 
exports from September 4 to November 27, 1920, were 1,481,450 
bales — about the same as last year up to date. These 1,481,450 bales 
compare with the last prewar year, 1913, for the same period, when 
the amount was 3,837,139 bales, and the year before that it was 
3,808,429 bales, and the year before that it was 3,710,514 bales, and 
the year before that, 1910, 10 years ago now, it was 2,915,511. These 
are bales of cotton, which is what they produce in the South. And 
if we were to go into the cottonseed meal and the cottonseed cake, 
the exports this year are very much less in comparison. • 

Now, the condition, I think, is so w/b11 understood, Mr. Chairman, 
that with your permission and the permission of the other gentlemen 
here I will not go further into tnem. What can be done is the 
interesting thing. 

Senator France. You have not the figures on grain ? 

Mr. Meyer. I have not, but I will compile them for you. 

Senator France. It would be important to have them in the 
record. 

Mr, Meyer. I suggested to the chairman that in connection with 
these hearings it would be interesting to have the Chief of the Bureau 
of Domestic Trade and his chief statistician on the subject of foreign 
trade to answer any questions that the gentlemen here are interested 
in. I have no organization of statisticians and engineers and type- 
writers at my disposal, or I would be glad to Jumisn it. 

But it was exactly such a condition as now exists in mind that the 
board of directors of the War Finance Corporation after the armi- 
stice made a recommendation to the Secretary of the Treasury — 
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Senator Glass at that time — that it would be well, in view of a possi- 
ble breakdown, to give authority to assist the financing of exjports. 
And the Ways and Means Committee of the House, and the Senate 
Finance Committee, to whom the matter was presented on a recom- 
mendation made by Secretary Glass, passed favorably upon the 
recommendation, as you all know. The amendment was passed 
by the Congress at the end of the session as a part of the Victory 
loan act of March 3, 1919, four months after the armistice. It is 
necessary to note the date, because in this imiversal desire to abolish 
the war activities it is well to know that this is not a war power. 
It was passed in view of the iceconstruction necessities and has nothing 
whatever to do with the power under which the corporation had 
functioned during the war. 

All the activities connected with the war were terminated on the 
day of the armistice so far as the loans that were used in the prose- 
cution of the war were concerned. Not one loan was made after 
that except to the railroads after the appropriation failed, and we 
made those on the ground that demobilization was a necessary part 
of the military operations. They were even threatening that the 
railroads would cease to operate if no funds were provided, and a way 
was provided which seemed to meet the approval of everybody. 
Those loans were aU repaid when the Congress passed the appro- 
priation. We had $1,000,000,000 given to us with unusual breadth 
of power. The matter was no doubt discussed by the committees 
in Congress that the powers were very broad. And we said they 
were because we did not know how or where gr when we might be 
called upon to use them. I also said that the board has always 
acted judiciously and conservatively in connection with the powers 
conferred upon it, and we proposed to administer that power and 
use those recourses with that same degree of high sense of responsi- 
bility. As a matter of fact, as soon as the biU was passed a number 
of people thought there was some easy money to be had from the 
Government, and we were besieged by irresponsible appUcarits who 
could not have done much if thev wanted to, arid. who nad no ade- 
quate security to give, as required under the act. The lai^e bankers 
at that time saw no need for it; the large exporters were proceeding, 
and exchange was still pegged by Government action, and it was only 
after exchange was unpegged that they began to see that this 
power might come in as a necessity. As a matter of fact, after 
March 3, after the passing of this act, the Treasury loaned to the 
foreign Governments $1,400,000,000, so that the purchases that 
went on by the foreigners were financed to a great extent by direct 
Treasury aid from our Government to those Governments in pur- 
chases of goods for military purposes, but which to a great extent 
they were able to use in their inaustries after the armistice had been 
declared. There were stiU some securities being sold from the 
other side by investors. 

After the war there was a great deal of money remitted by people 
in this country to their friends and families over tnere, and that helped 
our exports. Many people thought that exchange would go up in a 
little while, and there is a large amount of American money locked up 
in speculation in exchange. We brought to this coimtry large 
amounts of securities of the foreign countries and towns. Switzer- 
land and Holland and Italy and the cities of Berne, Copenhagen, an 
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Stockholm, and others. Li that way a very large flow of our goods 
has been financed. There isn't any use to deny that our exports are 
large in dollars, but our exports are very unoalanced, and it was 
exactly that sort of thing that I ui^ed upon the Secretary that h 
might do, when business was prosperous and there was no unemploj* 
ment. I pointed out that in financing exports some commoaiti€^ 
undesirable in America would move to Europe. There were special 

Eoints where, for instance, the low grade cotton was stored, as k 
[emphis, to the extent of 240,000 bales. Poland and Czechoslovakia 
and Germany were the only countries that have bought that cotton. 
That did not appeal to him at the time. 

We took upon ourselves the full power of discrimination in all loans: 
for instance, we found that the tobacco market was good last year, 
and we refused to finance tobacco. That was tobacco generally. A 
little later Senator Beckham and Mr. Byrnes came up and told us 
about the black patch tobacco area in Kentucky, where they grev 
perhaps 80 per cent of their crops for foreign country markets. There 
was no other market for that tobacco, and 80,000 farmers were in- 
volved, and we got the Secretary to consider that situation. I merely 
mention that because this organization could go on and help eacli 
case in its markets and do an immense amount of good for it. 

At first, toward the end of the year 1919, a few large corporations 
began to sit up and take notice that they were unable to sell their 
products. Because of the exchange situation they could not sell for 
cash, and a number of corporations who could give good security 
came to us and we financed some farm machinery and some electrical 
machinery and some locomotives. I think that was all. 

The problem of how to finance the export of agricultural products 
was more difficult, because we had to get responsible agencies, and the 
farmer in Kansas has not the organization which enables him by good 
business representation and good legal representation to get from the 
foreign countries the securities needed to make a good loan. 

Senator Norris. I would like to ask you there whether it would 
be a practical proposition where farmers are organized like the 
Farmers' Union, represented by the man who preceded you, that an 
organization like that, representing 40,000 persons, could get assist- 
ance? 

Mr. Meyer. I believe there would be a way to finance the export 
of farm products. I was just coming to that. Senator. 

Senator Norris. Excuse me. Proceed. 

Mr. Meyer. Both the cotton situation and the wheat* situation 
were presented to us. We worked out a way to finance exports of 
cotton and wheat and condensed milk. Those are the three com- 
modities. I want to give you a detailed concrete illustration. 

Senator Gore. That is what I want to know about. 

Mr. Meyer. I want to tell you all I know about it. We financed 
$11,500,000 of wheat to Belgium. The Belgian Government gave its 
treasury certificates for that wheat to the exporters; the exporter 
would not be able to come to us and borrow all that money ; no one 
concern would borrow $11,000,000 to loan to Belgium, even if he was 
a large exporter. But what the exporter did was to arrange with a 

f'oup of bankers, and this group of bankers took the obligation of the 
elgian treasury and brou^t it to the War Finance Corporation and 
gave it their own notes, an unqualified obligation, with the security 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 17 

»f the Belgian Government as additional security. Gentlemen, there 
irill not be a dollar lost on that loan. 

Senator France. Thev were American banks ? 
^ Mr. Meyer. Oh, absolutely. We loaned only to Americans. "Hie 
dll was drawn in that way, that we loan only to American exporters, 
•r bankers, only for American products. 

Representative Riddick. When was that loan made? 

Mr. Meyer. The wheat was shipped every few months; I think 
he loan was made along in the spring, along in April. 

Senator Sw ANSON. What was the length of time ? ' 

Mr. Meyer. It was payable at different dates, the Belgian treasury 
certificates; I think they began to mature in nine months. 

Senator Swanson. What did the $11,000,000 average? 

Mr. Meyer. I think it might have averaged 12 or 15 months. 

Senator Gore. What year was that ? 

Mr. Meyer. This year. 

Senator Norris. What interest did the obligation draw? 

Mr. Meyer. Now, Senator, I do not want to answer that without 
ibsolute knowledge and I will answer that in the record by going to 
:he office and asfing about it. It was 6 per cent at one time, and 
^e subsequently raised the rate to 7 per cent, or even 7 J per cent 
svhen money became t^ter. 

Senator Harrison. That is a case where the Belgian Government 
book the paper, or indorsed the paper ? 

Mr. Meyer. The security was a Belgian treasury certificate. The 
exporters came to the corporation and borrowed £he money on that 
security. 

Senator Harrison. What I want to know is how it can be done 
svith Germany. 

Mr. Meyer. I don't think it can be done on an entirely satisfactory 
scale until we have a peace resolution. That is a matter of inter- 
national law. A finance corporation came to us in March, to export 
some goods to Germany. We expressed ourselves, as directors of the 
War Finance Corporation, as willing to do the business, provided it 
wras in accordance with the policy of the United States Government. 
Our loans would not have been to Germany; they would have been 
loans to American bankers or American exporters who had seen fit 
bo arrange for the credit, for their business. 

Senator Swanson. They were good men and absolutely responsible ? 

Mr. Meyer. Absolutelv. One would not want to make better 
ioans than were proposed to us. We left the responsibility for the 
matter to be decided as a matter of policy by the Treasury Depart- 
tnent, as we naturallv had to, under the international situation, and 
we never received a decision on the point, because before we received 
a decision we were requested to suspend all operations, and naturally 
that died with it. 

Senator Capper. What date was that ? 

Mr. Meyer. About the middle of March was when we presented 
the matter. 

Senator Norris. That is our Treasury Department asked you to 
suspend all operations ? 

23407—20 2 
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Mr. Meyer. On May 10; that is, the Secretary of the Treasur 
requested the War Finance Corporation to suspend. 

Senator Norris. Since that time you have none nothing ? 

Mr. Meyer. No new loans were made in connection with ih 
exports, wdth the exception of those which were a matter of oblige 
tion at that time. | 

Senator Norris. Did that suggestion come from the corporation ? 

Mr. Meyer. No, sir; I opposed the request and gave reasons wir 
I thought we should not suspend, and whv, for instance, we shoul 
moVe low-grade cotton and copper where the mines were mining an^ 
storing up 50 per cent of their products. I am interested in ths* 
situation — in the copper situation — and wish to make that clear, c 
I always do when I discuss the copper industry. I am proud of hav 
ing had something to do with the industry; in building it up. Wha: 
I did was to tell the Secretary I thought there should be somethinf 
done to ship the copper to the countries that needed it. I told hie 
I would not vote on it or act on it, but even if I had an interest i: 
the industry, that should not be any reason for not discussing it. 
want to mention that, because I always mention it when I speak d 
copper, because I used to act as a banker in the development of tb 
copper properties that furnished a necessary material 4)hat helped to 
win the war. 

Senator Harrison. Did the Secretary give any reason for h^ 
request to suspend business, or for not answering on the policy towarc 
business with Germany ? 

Mr. Meyer. No; only^at that time it seemed there was a littl 
disturbance in Cologne."" But the disturbance blew over in a few 
days. The matter was not pressed. The idea was — in fact, I do no: 
mind saying that the Secretary, I think, would not disagree — that he 
does not coaceive it to be proper for the United States Govemmen: 
to make advances to bankers to export to Germany while we aw 
still at war. 

Senator Gore. Let me ask you there: Under all the conditions, if 
it were not for the Secretary's objection, and you had the authority 
now that you had then, could you finance such a proposition to 
Germany ? 

Mr. Meyer. Absolutely, if there were no objection from the State 
Department; if it is not against the law of the United States Got- 
emment. 

Senator Norris. You would not need any law for that, would you! 

Mr. Meyer. If it is legal for American business men to do business 
with Germany — and it seems to be, because they are doing it — if that 
is legal, whv shouldn't it be proper for the War Finance Corporation 
to loan to Germany as well as to France or to any other country? 
I can not see any reason. 

Senator Norris. The only reason you are not doing it is because 
of the action of the Secretanr ? 

Mr. Meyer. I want it imaerstood that I am entirely disconnected 
with the corporation. I resigned; there seemed to be nothing else 
for me to do. 

Senator Capper. When did you resign ? 

Mr. Meyer. As of June 1, 1920. 

Senator Kenyon. Would not the '-Trading with the enemy act" 
prevent that ? 
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Mr. Meyer. If trading with the enemy is wrong, it should be 
topped. It can be done by license, Senator Kellogg says;and then 
'. say, if this finance for exports is available, it should be available for 
inyone that gets a license. 

Il^presentative Tincher. At the time you were asked to suspend, 
vhat funds did the board have available ? 

Mr. Meyer. A paid-in capital stock of $500,000,000, which was 
nvested in Government bonds and Treasury certificates when it was 
lot being otherwise needed in loans. We had engaged in loans at 
ihat time, I think, perhaps $120,000,000 to $140,000,000. I can not 
•emember the figure on that date. 

Representative Tincher. Leaving $350,000,000 available. 

Mr. Meyer. We had on April 1, 1919, made an issue of two hun- 
Ired millions of our own bonds; sold them to investors; sold them 
3asily, and when we wanted to pay them back we had difficulty in 
getting them back. I would like to divert just at this point a minute, 
because the Secretary points out that the War Finance Corporation 
selling bonds would be a very disastrous thing, because it would 
compete with Treasurv certificates. It is a pecuilar fact, but we 
could not get our bonds back at the time when people would not be 
anxious to buy Treasury securities, and long after they were paid off 
and interest stopped running there were a few million held. But 
the War Finance Corporation can sell two hundred and fifty to five 
hundred million of 6 per cent notes slightly under par if they allow 
a selling commission to bankers and brokers, as they should. 

Senak)r Gore. Just what date did the War Finance Corporation 
cease to function ? 

Mr. Meyer. It stopped making new advances to foreign trade 
May 10; some business was in process by commitment from the cor- 
poration, and that, was carried out, but no new business was enter- 
tained. 

Senator Gore. Could the corporation fimction now without a new 
law or resolution ? 

Mr. Meyer. If the Secretary of the Treasury wanted to, it could 
in 10 seconds. 

Senator Gore. Is that so ? - 

Mr. Meyer. Absolutely. I can give you a copy of the act here 
and can read you the words. It says one year after the proclamation 
of peace by the President. Section 21 provided that — 

aotwithstanding the limitation of section 1 the advances provided by this section 
may be made until the expiration of one year after the termination of the war between 
the United States and tne German Government as fixed by proclamation of the 
President. 

That is the time limit. As long as you are bringing up that point, 
I would like to say that on May 10, in connection with the Secretary's 
announcement, he intimated that this May 10 period was way be- 
yond the intention of Congress. Let me analyze that. This act 
was passed March 3, 1919. The President was here, as you re- 
member. He was about to return to Paris. It was quite clear that 
he could not return for some weeks, and that after his return if the 
treaty went through with all possible dispatch that could possibly 
have been, expected some time must elapse, bringing it along pretty 
well into the autumn, so that the year from the proclamation of 
peace by the President under the most optimistic expectations would 
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not have been May 10, 1920. It might have been before this dati 
but of cotirse, gentlemen, when Congress passed an act because it sai 
certain conditions interferring with our economic relations wi^ 
Europe, and with the Central rowers, as well as the rest of Europe 
when it provided a special board with special resources of unusui 
character to assist the situation which might be distressing to oc 
people, and made the time one year irfter the proclamation of pea« 
they did not have the date in mind; it was a condition that they hu 
in mind, the restoration of our economic relations. 

Now, that date for making peace has been deferred far beyond ih 
time contemplated by Congress. Probably, but with the deferrin: 
of the date has gone the deferring of the conditions, and the condi- 
tions were what Congress must have had in mind, as I should judge 

Of course the Secretary of the Treasury has interpreted the act 
to an unusual degree. I wrote this law, and when I say this, I saj 
it, gentlemen, please understand, with no spirit of egotism, but tha: 
law was written by my direction. I named every word in it, and I 
did it to finance the American business, to give credit to foreign buyen 
taking the Government out of direct loans to foreign Governments. 

So that it was a bridge to get over the interval between the direct 
loans of this Government to foreign Governments to the time when 
American business men and bankers would undertake the burden 
of our international economic relations, to a time that was supposed 
to be a date after peace was made. 

Senator Gobe. While we were waiting for the parachute to com« 
down? 

Mr. Meyer. Exactly. The Secretary interprets the intent d 
Congress. The intent of Congress is only expressed in the words o! 
the law and the testimony of those who testified before the committee, 
and any discussion in the* Congress. The Secretary, after sayipg 
what he said about the matter, stated that Mr. Meyer would explain 
I think Mr. Kathbone said a few words, and possibly Mr. LeflEingwel 
but I was the only witness, that went into the detail of that author- 
ization which the Senate and the House of Representatives passed 
with an appreciation of the conditions that might confront us. 

Senator Harrison. Did you" appear before the Banking and Cur- 
rency Committee of the Senate with Secretary McAdoo ? 

Mr. Meyer. Secretary McAdoo had nothing to do with this, be- 
cause he was then no longer Secretary. He appeared regarding the 
original act; I did not appear. I had nothing to do wifli the writ- 
ing of the ori^nal act, but only with the writing of the amendment 
to finance foreign trade. There was no reference to this in the orig- 
inal act. 

Mr. RiDDiCK. Do you suggest any amendment to this in the inter- 
est of agricultural interests 1 

Mr. Meyer. I would like to speak about the statement of the gen- 
tleman who referred so what I said at Kansas City. I do not believe 
he understood me at Kansas City. I did not mislead anybody to 
think that the War Finance Corporation would try to cure the world 
or undo the destruction of war, but it can most effectively help con- 
ditions throughout the country, including agricultural conditions. 
The expression of a favorable attitude on the part of the Grovemment 
would in itself be a tremendous factor in restoring the confidence of 
the people, which is badly shaken. 
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Mr. TiNCHER. The announcement of the intention to purchase 
wheat did more for the wheat market than the mere purchase of 
$11,000,000 worth of wheat. 

Mr. Meyer. I do not think at that time it was a vital factor, 
because the market was fair at the time. I do not remember what 
the price of wheat was. We never went into the details of the prices 
and did not start in to regulate the business of the coimtry through 
this agency. I do not understand that the Secretary of the Treas- 
ury has any authority under the law to constitute himself a regulator 
of prices downward or upward, although I observe he has a great 
deal to say on the subject. I say this with all due respect to his 
position. We are all in favor of deflation in an 9rderly way, but 

E rices may be just as much too low as they are at other times too 
igh. . • 

Senator Norris. I think it would be a practical thing, if this War 
Finance Board were operating now, to look into the conditions in 
Germany. 

Mr. Meyer. .To see what business would result ? 

Senator Norris. Are the conditions there now so that a loan could 
be financed that would enable them to purchase from us? Would 
you have any funds to lise.? 

Mr. Meyer. There is $370,000,000 on deposit in the Treasury for 
the War Finance Corporation. I would not like to see that money 
used. The Secretary has used it already for general purposes. Hfe 
canceled the War Finance Corporation's holmnra of Treasury cer- 
tificates. He used them to red\ice the debt — ^which is not much of 
a way to reduce the debt. Provided the corporation was restored, 
I see no reason not to believe that with its power and an expression 
of attitude by the Treasury Department that it is entirely receptive 
to applications to finance exports for Germany or Austria or Czecho- 
slovakia; I see no reason not to believe that a great deal of perfectly 
safe, sound business will not be presented to the corporation that 
can not now be financed. 

Senator Norris. The only thing needed to put that in operation 
would be the action of the Secretary of the Treasury himself, would it 
not? 

Mr. Meyer. Absolutely. 

Mr. Lazaro. From what I can imderstand, then, your, remedy is 
that the Secretary shall take action immediately, and that is the only 
remedy that will afford the producers relief for their products sold at 
these low prices ? 

Mr. Meyer. I will agree to discuss this proposition of the War 
Finance Corporation, or the whole situation, out I had confined 
myself to the War Finance Corporation up to the present. 

Senator Norris. I do not liKe to have the witness diverted. He 
has not claimed that was the only remedy. 

Mr Lazaeo. I was asking whether he considered that the only 
remedy. 

Mr. Meyer. I say it would be one remedy. 

Mr. Lazaro. Can you think of any other remedy? 

Mr. Meyer. I prefer to answer that question later, if I may. The 
business we were considering at the time we suspended operation 
amounted to $100,000,000. Naturally, we wanted to issue the cor- 
poration's bonds to raise the money, but there was no occasion to 
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do it on account of suspensioji. For instance, a loan of $8,000,001 
was made to a group of banks in various parts of the United Stat« 
for the purpose^ of Lancing cotton exports and the banks in tun 
had the security of a syndicate of all the important spinners of Czechc- 
Slovakia, guaranteed bv the seven largest banks in Czechoslovakiij 
and the whole indebteaness, in turn, was guaranteed by the Goveri 
ment of Czechoslovakia. 

Under more or less similar arrangements the War Finance Cor 
poration financed the export of $12,000,000 of wheat to Belgium an. 
$5,000,000 of condensed milk to various countries in Europe. At tb 
time that it was requested by the Secretary to suspend financin: 
exports it had applications involving the export of $17,500,000 c: 
copper, $2,200,000 fabricated steel to Italy, $5,000,000 ''Blac- 
Patch'' tobacco from Tennessee and Kentucky, $4,000,000 cotton t- 
Czechoslovakia for a large southern exporter, $25,000,000 cotton i 
Czechoslovakia for a group of southern bankers, $3,000,000 for cottoE 
to Italy by a group of bankers, $9,000,000 by a group of bankers for 
export of cotton to Italv, $24,000,000 for the export xA cotton by a 
svndicate of banks headed by one of the largest national banks k 
the United States, $2,400,000 by a group of bankers for coal to Italv 
$4^000,000 bv a group of bankers for cottpn to Italy, $4,000,000 for 
ships to be Dou^t or constructed in this coimtry for Italy; in all. 
$100,000,000 in applications promising practical results with adequate 
security, according to the opmion of tne directors of the War Finance 
Corporation. 

Tljese are not repetitions ; they are separate applications, althougi: 
they sound in some" cases the same. In addition to these definite 
propositions, various other negotiations were under way for further 
extensive loans which no dom)t would have materiahzed in larg? 
financing of exports of various kinds of American products. 

Senator France. Were there any appUcations for credits for trade 
with Russia ? 

Mr. Meyer. No; I do not believe there was a concrete proposition: 
there had been discussion about it, but nobody ever came with a 
definite proposition. 

Senator France. The Russians had cash ? 

Mr. Meyer. They had cash that was taken at Omsk, the title of 
which was .somewhat in doubt. 

The Secretary was able to enforce his views. We could not issue 
any bonds without his approval, because imder the law he has the 
duty to approve the terms and prices as to the issuance of bonds. 
Of course, it is impractical to operate that board without it being 
harmonious. I do not believe we ever had a dissenting vote on any 
proposition, because whenever anybody dissented it was discusseii 
and the views were reconciled, so practically every action was unani- 
mous. 

Senator Kenyon. How would you get along if the board was 
revived ? 

Mr. Meyer. That is a question which this committe has to con- 
sider. I think you ought to have a frank talk with the Secretary 
about it and tell him how you feel, and ask him whether or not his 
feelings are so strong that if Congress acted in a way to renew the 
functions of this corporation to make it mandatory, or merely make 
it clear what was intended and desired, whether or not he would be 
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able to cooperate and in all good faith carry out the intention of 
Congress. I believe the Secretary of the Treasury is a loyal officer of 
bhe Government, and I can not imagine he would give you any 
iiiswer except that he would cooperate. He might not feel like 
Deing responsible, and tell you that; I do not know. He is strongly 
apposed to it. 

Mr. TiNCHER. When they stopped, were the employees let out ? 

Mr. Meyer. Not all; there are $130,000,000 assets that have to be 
3ared for. 

Senator France. For the sake of the record, and it is important 
3ven in the days of war to keep some semblance of the truth in our 
public records, it should be said that the $20,000,000 of gold which 
were offered to the merchants of this country for goods which were 
to be shipped to Russia, was gold in the hands of representative^ of 
the great cooperative societies of Russia, made up of the Russian 
peasants. That gold had been earned by those Russian peasants 
with the sweat of their brow from the sod of Russia and had not been 
taken by the Bolsheviki or anybody else at Omsk or any other place. 
It was money earned bj the Russian farmers, just as our farmers 
earn it, and it was paid into the treasiirers of their cooperative socie- 
ties. As soon as it was refused in this country it was immediately 
transmitted to LoYidon and London filled their orders. 

Mr. Meyer. I did not have any reference to that particular gold. 
The gold that I heard of was some that was shipper over and back 
again. That is the only gold that I ever heard of. 

Senator France. I believe my information is correct. 

Mr. Meyer. As to that gold I have no doubt; but there was some 
gold shipped over and shipped back again; but we had no concrete 
proposition before us at any time. 

Senator Kjenyon. What rate^ of interest did you say these bonds 
would have to bear to sell at par ? 

Mr. Meyur. The. War Finance Corporation bonds? 

Senator Bjenyon. Suppose this is revived and they issue these 
bonds ? 

Mr.' Meyer. I think that under present conditions the bonds 
would have to be at 6 per cent, and perhaps some discount in the 
selling price. It would depend upon the length of the bonds. Two 
months ago I investigated the subject and the bankers thought a 
two-year 6 per cent bond might be sold at 99 1. Some thought a 
quarter per cent ought to be allowed to carry the expenses of sale 
and distribution. 

The cotton applications before us were larger than any other, 
but that is very natural because cotton is the principal item of export 
in this country, and in presenting the matter to the Senate committee 
I called attention to tne importance of the cotton situation to the 
whole country as a national proposition and not purely a local 
southern proposition. I stated, after giving an analysis of SS per cent 
of all our- exports before the war: 

I believe that cotton is normally the largest single item 6f bur exports in dollar value, 
but the benefit arising from the stimulation of tSe cotton export business is reflected 
in general business. Taking cotton as a foremost example, we will all recall that when- 
cotton ceased to be exported the price fell, all of tiie industries which had been sellers 
in the South found their business cut off; there was no sale for automobiles in the 
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winter of 1914 in-the Bouthem territory. Pianoe, shoes, furniture, all products of th 
North, ceased to be marketable in the South because cotton could not be sold an 
because prices declined. 

There was no shipping of machinery from the North to the Soutl 
in the winter of 1914, as the result of the cotton situation following thi 
declaration of war. 

I repeat this hecause of the importance that cotton is to the nation^ 
economic situation, and it can not he overestimated. Industries tha{ 
do not know they depend on cotton are intimately related to it. 

Senator France. I was not combating anything you said in youj 

Seneral statement. As bearing out what Mr. Meyer has said, it migtl 
e interesti^ at this point to include these figures in the record - 1 
the portion roland needs to-day, 300,000 tons of flour; 350,000 baJd 
of cotton; $15,000,000 worth'of fertilizer and agricultural implement, 
and other items. Those are desperate and the immediate needs. 

Senator Norris. Those exact figures were given to me, in corrobo- 
ration of what you say, by the representative of the Polish Govern- 
ment, and he said that they will need those articles of food commenc- 
ing about the middle of January and that they can not live ant 
longer unless they get something like.that. 

1 wanted to ask you another question. I have been wondering if 
any of these organizations of producers of cotton, corn, or wheat, 
or live stock were willing to assume the risk of a sale of their produci 
to purchasers in foreign countries, whether this board, through its 
knowledge of conditions, etc., would be* able to lend them their mate- 
rial assistance, even though they did not become bound financially^ 

Mr. Meyer. Of course, you must simplif jr the machinery, because 
you can not lend to the larmer indiviaually. Those organizatioi^ 
are not incorporated, and I should think that the cooperation of the 
banks, of the banking xmits in the country interested, in the South 
in cotton, and in the grain district the local banks that are now in 
touch with central banks and the Federal Resierve System could 
undertake a great deal of that business. For. instance, in New Or- 
leans they formed a cotton export corporation which has been created 
under the Edge law. At the time the Edge law was passed* neat 
hopes were held out for export financijig m that direction. They 
formed and expected to cooperate with the War Finance Corpora- 
tion. The War Finance Corporation was suspended and they nave 
done nothing. Mr. Hecht, president of the National Bank in New 
Orleans, said that with a $6,000,000 cotton corporation, even with 
$6,000,000 paid in, they would be able to do relatively little in a bis 
situation, such as the cotton situation, without the cooperation oi 
the War Finance Corporation, With the cooperation of the War 
Finance Corporation, not only the banks of the big centers, but the 
. banks of the entire country and of the smaller places would cooperate 
and it would involve very little expense. 

In Chicago they are gom^ about preparing for a $100,000,000 bank. 
Mr. McHugn recommended the formation of that bams, and I hope 
a number of banks will result from the formation of that one. Mr. 
McHugh says it is most desirable that the War Finance Corporation 
should function, because he realizes that he will be able to make their 
corporation very much more useful in this agricultiLral situation. 
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Senator Kenton. Is anybody opposed to reviving the War 
Finance Board except the Secretary of the Treasury ? 

Mr. Meyer. Yes. . I know two men in the United States, one a 
banker in New York, and the other in St. Louis. The New York 
banker says that the Government should stay out of the banking 
business, although his closest associate, who has studied the problem 
a great deal, disagrees with him. The man in St. Louis says the 
reason it should not be revived is because no one should embarrass 
the administration. 

Senator K^nyon. Was that before election ? 

Mr. Meyer. Yes; it was. 

Mr. KiDDiCK. I understand that if the War Finance Corporation 
should be revived the Secretary of the Treasury would have discre- 
tion as to approval. 

Mr. Meyer. It seems to me he should have that discretion. 

Mr. RiDDiCK. Would not some of the big corporations get the 
money instead of the agricultural interests, in the event the War 
Finance Corporation should be revived? 

Mr. Meyer. I do not believe there is any danger of that. * Some 
manufacturing corporations came first and therefore they appear 
to be a little larger proportionately than you mi^t expect, because 
our real production m the mass is agriculture, ^ut it was because 
the machinery for the agricultural interests was slower in coming intt) 
motion, and out of the $100,000,000 that. we had definitely proposed 
on May 10, 1920, I think $75,000,000 was for agricultural proaucts. 

Senator Kenyon. What about the question that the gentleman 
from Nebraska raised, that the product from the farm would pass 
in a short time into the hands of private parties and be exploited by 
them, and it would be of no assistance to tne farmer ? 

Mr. Meyer. I want to say this, that even if you fibad no way of 
reachiQg him directly, the farmer would be getting the benefit of 
the War Finance Corporation. 

Senator Kenyon. How long would it take to actug^lly put this 
into operation if we started this week ? 

Mr. Meyer. The Secretary could do it in ten seconds, but I can 
not tell you how long it will take Congress to act, nor in what way 
they will act. 

Senator Kenyon. Nobody can do that. [Laughter.] 

Mr. Meyer. One of the Senators' was good enough to send a 
gentleman to see me regarding Poland, and he told me that the 
locomotives whose fibaancmg for export that the Secretary criticised, 
saved the rolling stock from the bolsheviki and enabled the Poles 
to get it out of the invaded territory. I think that gentleman was 
sent to me by Senator Curtis. 

This question is going to be raised, and I woiild like to^ tell you 
about it — ^the question of inflation and deflation. I think that 
orderly deflation consists in helping the orderly marketing of prod- 
ucts. 

In 1914 the cotton producer was compelled to sell at a low price 
and the speculator who had the money picked it up and kept it imtil 
there was a demand, and without any iiltention to do it I am quite 
sure the Secretary in his policy is bringing about that situation now. 
Who can buy except the consumers and the people who are speculat- 
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ing ? There is one seller, and that is the producer, and the speculator 
is going to take the stuff that is being lorced on the market at an 
inordinately low price. 

Mr. SuMNERS. if you find the corporation can not handle all the 
business of the fanners who already own these commodities and 
whose financial responsibility is not an element in the situation, 
should desire to have the good offices of this organization to help 
them find a market for their output, and themsel^s carry the debt, 
would you people under your present organization, or under a 
reasonable modification of your organization, be able to render a 
service along that line ? 

Mr. Meyer. That is a very interesting question, because I can 
recall to Senator Wadsworth a very interestmg case bearing directly 
upon that subject. You remember. Senator Wadsworth, that you 
brought to my attention the situation of the canners in New York ? 

Senator WADswoETd. I do, very well. 

Mr. Meyer. The canners came down to Senator Wadsworth and 
he sent them to us. Five million dollars had to be raised immedi- 
ately or the tomatoes and beans and fruits and vegetables grown in 
unusual quantity and at unusual cost in the autumn of 1918 in New 
York State would be lost unless means were found to finance the 
canners. They were small people, but they needed a great deal of 
money for their business under those conditions, because labor costs 
were high. They did not Jiave banking facilities and it looked as 
though the crops were going to be lost, as people are now losing their 
crops. 

It appeared very difficult for us to operate quickly and efficiently 
at first blush, but we went up to Syracuse and JBuffalo, and, I think, 
Rochester, and investigated the situation on the spot. We worked 
out a scheme for a central warehousing company and got the canners 
to supply $100,000 to back the warehouse up. We instituted an 
extremely businesslike bonded warehouse system. We made them 
insure their plants and have everything properly inspected. I went 
to Buffalo and went to one of the biggest oanKers there and said, 
'^We are troubled about the canner's situation. They need help. 
Local banks are too small to meet the situation. What will you do ? 
Willyou help them?'' 

He said, ^^Oh, no; we lost money on the canning business 13 years 
ago.'' I said, '^Wait a minute," and I showed mm the warehouse 
certificate and told him what we were doing. The bank said, ''That 
is ^ood enough for us." And we granted $210,000, and it was all 
paid back in a few months. 

When the sugar situation arose out in Ck>loiado, Gov. Harding hap- 
pened to be out there and we asked him to see the banks and we fixed 
that up out there. Many other cases we had then in mind, and I 
wrote to the Secretary that this was the plan in connection with the 
War Finance Corporation, that we were to loan the money in the 
manner I have described and as we had on other loans. "The plan 
was to get the people to create paper, to create securities which would 
become marketable, and we would make that marketable by saying, 
'^ We will take this loan," a'hd we did this over and over with great 
success." 

There was $20,000,000 required for a steel plant, and we said, 
''Yes, we will lend it to you, but go to the bankers and get what 
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you can and tell them that we will take what is left/' and there was 
nothing left. In New York State they have a very good State law 
to-day. There the banks are not incorporated under the Edge law, 
for some reason their lawyers have in mind; I do not know what it 
is. If the War Finance Corporation could take over obligations to 
tlie extent they were not taken by the public generally, most all of 
it ^vould go to the public. That is the reason why the corporations 
Avant it; they. will do more business and they will do it at a more 
reasonable cost. They also want the cooperation of the War Finance 
Oorporation in foreigh trade activities, because if they finance some- 
thing with a Government institution the foreign borrower has a 
different attitude; they will exercise a greater degree of responsi- 
bility, and of course the War Finance Corporation would study the 
-security thoroughly. 

Mr. Byrnes. There are millions of bales of cotton in the South that 
Are laying in the open, wasting. Suppose there are a milUon bales of 
-cotton in the Soutn where the people who own cotton may carry the 
loan or the obligation, if we could get a milHon bales of cotton to 
move out now and the men see things beginning to move in that 
country, it would save the whole situation. 
Mr. Meyer. That ought to be done. 

Mr. Byrnes. Could your organization help move that ihillion bales 
if the people in the South would take care of them and carry the obli- 
gation for a year or a year and a half ? 

Mr. Meyer. •That is one of the situations we had in mind when we 
stopped, that there was a lot of cotton that was not borrowed on or 
to such a small extent that the cotton could be shipped and it would 
have been cashed in and liquidated out of the way and out of the 
. warehouse. Of course they really do not need any financial help. I 
suppose the Cotton Export Corporation that is now^ being formed 
would be competent to do that. Of course they will want the best 
security they can get. Let me tell you what we dfid in Czechoslovakia 
in cotton financing. The exporter got a group of seven banks in 
Czechoslovakia. AH the banks guaranteed the security of the spin- 
ners' syndicate, and then they took the Government guarantee 
hecause we wanted to get their approval, so that there would be no 
intervention against repayment in doUars when due. 

Senator KIenyon. And some of that has been paid back? 
Mr. Meyer. Two million was paid back on November 1, and I 
think a million and a half the other day. 

Senator Gore. The Cotton Export Corporation; is that 'the New 
Orleans corporation you mentioned ? 

Mr. Meyer. I do not know what the name of the new company is. 
Mr. Byrnes. The Americn Cotton Export Corporation. 
Senator Gore. What State is it organized in? 
Mr. Meyer. They are canvassing every State in the South. It was 
organized in South Carolina. It is fully subscribed. 

Senator Wads worth. In the case of the canners, as I remember, 
you devised a scheme by which the producers were organized ? 
Mr. Meyer. Yes. 

Senator Wadsworth. It is not impossible that you could go a step 
lower and reach the agricultural producer himself, and with the co- 
operation of the local banks help him devise a means of standardizing 
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his security; as you did in the case of the securities of the organiza- 
tions in the case of the canners ? 

Mr. Meyer. Everything is possible. Senator, to people who \^ant 
to do something, lliere is not any use in talking about how to do a 
thing you do not want to do. The first thing you need is to want to 
do it. This has to be done by people who see the situation in its 
serious natiLre and in its grave pi^portion and believe in it and ^want 
to do it. If we had wanted to we could have said to the Senator when 
he sent these canners to us, '*But they can notgive us any security/' 
and what you would have said, Senator Wadsworth, probably, 
would have been '^That is true; it is too bad, but that is a hardship 
of war.*' 

But we wanted to do it. The first step in doing a thing is to want 
to do it and then you can find a way. Of course if you do not want to 
do it it is easy to find reasons why it can not be done. 

Senator Wadsworth. It never has been done? 

Mr. Meyer. Yes. I have with me, gentlemen, thinking some of 
you might like to look at them, copies of the act, and I will leave 
those here, together with some copies of a few remarks I made at the 
invitation of the committee of bankers on the subject of Foreign 
Trade Finance and to those who have time to consider it I will be 
glad to furnish copies. 

Mr. Campbell. May I ask a question with respect to a change of 
the name of thd corporation in case additional legislation would be 
desirable? Would it be desirable to change the name to the Peace 
Corporation ? 

Mr. Meyer. I think if there is a will to do the work the name would 
not stop it. 

Mr. Campbell. If there should be any objection to continuing the 
activities of the War Corporation, it might be called the restoration 
corporation, or the peace corporation? 

Mr. Meyer. Yes, I think ii it had the name of the restoration 
corporation there might be less debate on the part of Congress, but 
that is a matter to which I attach little importance. Congress can 
make its intent known by resolution. The only amendment in the 
machinery that appears to me to be necessary and could be very 
easily done, is an amendment by which the banks would be able to 
borrow from the corporation by simply an indorsement on an obliga- 
tion instead of giving their own notes, because when they give their 
own obligations it means a lot of resolutions by the board oi directors 
and considerable detail, and if they took it to the War Finance 
Corporation as they do their rediscounts to the Federal reserve 
bankS; it would be very much simpler mechanically. Outside of 
that I see very little to change as far as the mechanism of the law is 
concerned. If it was desired to declare the intent of CouOTess it 
could do so by resolution. I merely offer these suggestions, naving 
thought of them; you know very much better how to do it than I, or 
by changing the act so that it will state a definite date instead of one 
year after proclamation of peace by the President, say December 1, 
1921, or such other date as tne Congress might desire. 

Senator Norris. There is one question that I would like to ask you 
particularly. Do you think that the law, with a Secretary of the 
Treasury who is not friendly to it, would be as effective as though 
some one were in charge of it who believed in it ? 
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Mr. Meyer. Senator, I am not an iexpert on that subject. [Laugh- 
ter.] 

Senator Norris. I thought maybe you might suggest some amend- 
ment that would place it in the hands of somebody e6e to carry it out. 
You have. got to leave a discretionary power. 

Mr. Meyer. I am not afraid to answer any question on which I 
consider myself qualified by knowledge or experience, but I think 
perhaps that if Congress had a definite attitude on this question the 
best way to settle that would be in a friendly conference with the 
Secretary as to whether or not he desires to adininister a law which he 
<iisapproves and which he might prefer not to administer; or he might 
very possibly and reasonably, and I can conceive that he may say, 
that he is there to carry out the will of Congress and do it in all good 
faith and do it quite as well or better than anybody else that could be 
chosen outside. If Confess decides that it wants the War Finance 
Corporation to function, I should like to see the most friendly relations 
between the Treasury Department and the corporation, ana it is most 
important that it should be in harmonious administration and co- 
operation, because its scale of operations will be so important in the 
whole situation as to make it desirable to have the Corporation func- 
tion in entire harmony with Treasury policies. 

Mr. RiDDiCK. Do you not think the Secretary of the Treasury was 
influenced by the statements of public men that they believed that 
war-time legislation should be readjusted ? 

Mr. Meyer. I think that is not at all impossible. I may say about 
that, that there was quire a little sentiment in more than one quarter 
at the time the Secretary acted in favor of closing down the War 
Finance Corporation. 

Mr. Forgan, a member of the advisory board of the Federal Reserve 
System, chairman of the First National Bank of Chicago, when I 
asked him if he approved of the discontinuance of the corporation, 
said he had advised the Secretary in accordance with the Secretary's 
decision. I asked him, *'How do you feel about it now," and he said 
he did not have any feeling now. I said, ^'When you advised the 
Secretary, did you aavise him for. the reasons he made public, namely, 
that business was prosperous and imemployment negligible?'' He 
said, *^Yes." I asked him if business was prosperous now, and he 
saidit was not, and he then admitted thathe felt a change in conditions 
warranted a reversal in policy. The principal bankers of New Orleans 
declare that whatever the conditions may have been in May, the 
conditions now are such as to materially warrant a change in their 
opiaion. In Omaha I consulted privately some of the principal bank- 
ers and others and they were unanimously in favor of continuing the 
.corporation, and in every city bankers testified before the com- 
mittee, and those whom we had a chance to talk to were imani- 
moiisly in favor of this action. 

Mr. Heflin. What was the attitude of Gov. Harding of the 
Federal Reserve Board toward closing it? 
Mr. Meyer. I did not discuss it with him at the time. 
Mr. Heflin. You know what his attitude was? 
Mr, Meyer. I did not discuss it with him at the time and I have 
not discussed it with him since. I understand that he is in accord 
with the Secretary but I have no specific information; I do not know. 
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He was a member of our board when the recommendation was made 
to tile Secretary for this amendment by Congress. That was the 
only amendment to our power that we ever a&kcd for from Congress, 
, and we had a great many suggestions, and we objected to everything 
except this big situation in foreign trade which warranted oiir con- 
sideration. 

Senator Norris. Are you through ? 

Sfo. Meyer. I am, Senator. I am very much obliged for your 
courtesy. 

Senator Norris. The committee is very much obliged to you. 

Senator Hitchcock. While you are considering tnis question, I 
want to say that I have prepared and intend to introduce a measure 
which is especially directed to the cjuestion of additional aid to the 
agricultural interests, and I think it could go forward at the same 
time that consideration is being given to this larger measure. The 
bill which I shall introduce naturally will be referred to the Com- 
mittee on Banking and Currency, and I wanted to advise this com- 
mittee what the general provisions of my measure will piobably be. 

It will provide that the profits which the Government of the United 
States derived from the operations ot the Federal reserve banks. 
this year amounting to something like $60,000,000 or $70,000,000, 
shall be used by the Secretary of the Treasury to buy the debentures 
of the farm-loan banks, and in that way they would be in January 
placed in possession of some sixtv million or seventy million dollars 
-which they would under this bill be empowered to use in making 
loans on tne security of personal property to agricultural interests, 
to those holding grain or other agricultural products including 
cotton and potatoes or live stock. These loans could be made 
either directly to farm associations, cooperative associations, or 
even to individuals, but preferably they should be made through 
local banks, the idea being by warehouse receipts or chattel mort- 
gages upon cattle and hogs and sheep, which would be an adequate 
security for a six months' loan or a year's loan if the marketing of the 
cattle made that length of time necessary. 

My further idea was that these small banks in agricultural regions 
might in some way be connected up with the farm loan banks, very 
much as commercial banks are connected up with this Federal reserve 
banks; that is to say, the farm-loan banks could be financed in part 
by the Treasury by using the profits of the Federal reserve banks, 
and also be financed by having small banks in the country either keep 
deposits in the farm-loan banks or purchase a limited amount of 
their debentures, so that in that way additional funds would be 
supplied. The Government would receive trom this money 5 or 6 
per cent interest, this money, which is not derived by taxation,* 
but has been derived by the very profitable operation of the Federal 
reserve banks. ^ 

I realize that this involves an amoimt of money which is rather 
small, but I think it is a step in the direction of bringing the needed 
relief to the agricultural classes, and, as Mr. Meyer suggests, the 
psychological effect would be good because it would show the agri- 
cultural classes and investors generally that a method had been found 
of bringing additional credit to the agricultural interests. I believe 
that it IS better for the country to have the producer financed than to 
have the middleman financed. If farmers are compelled to dump 
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their whole crop on the market, the product of a whole year's work, 
they necessarily have to get a very low price for it, and that encourages 
the middleman to carry those crops and get them at an insignificant 
price arid sell them ultimately to the consumers at a high rate, and the 
carrying of the crops costs no more when they are carried in the 
hands of the producers than when they are in the hands of the middle- 
men. 

So, I believe that one of the problems before the country is to give to 
the farming classes, the agricultural classes, a larger degree of credit 
than they nave ever had before, not for the purpose of exacting ex- 
orbitant prices for their products, but in order to enable them to 
market them readily. The manufacturer markets his goods gradually 
during the year as he makes them, and there is no reason why the 
farmer should not be allowed to do so, ana, on the other hand, it is 
one of the duties of the Government to assist in affording this facility. 

While my bill can not be referred to this com ittee, I would like to 
have it sympathetically considered by members of the committee, and 
have suggestions from the members of the committee while I am per- 
fecting its preparation. I believe I can say that members of the 
Federal Reserve Board would not resist this plan of using this money 
which is derived in an unexpectedly large sum by the operation of the 
banks. They would not object to it because the matter would be 
handled by tne Federal reserve banks. 

Senator Kjenyon. Was it expected the Federal reserve banks 
should make these large sums of money they have made ? 

Senator Hitchcock. No. It was generally the -prediction before 
our committee that if the Federal reserve act was passed American 
bankers would not adopt a plan which involved a rediscoxmting of 
notes which they held in their banks, and prior to the enactment oi the 
Federal reserve law the highest amoimt of rediscounts at any one 
time in the country was only 2 per cent of the total loans, and that 
per cent has steadily risen since the Federal reserve system went into 
operation, until at the present time the members of the Federal 
reserve system were loaning much more than they ever loaned before, 
and at tlie present time they have rediscounted 16 per cent of all their 
not^es, so that the profits of the Federal reserve banks have been very 
muich larger than they were ever expected to be. 

Mr. Campbell. May I suggest, in connection with your proposition 
that the Wheat Corporation claimed a profit of somethmg over a 
himdred million dollars out of wheat that they bought from the farm- 
ers. Would it not be a good idea to use that hunored million in the 
interest of the restoration of the farmers' business at this time ? 

Senator Hitchcock. I suppose that was turned into the Treasury 
and has been used for Treasury purposes at this time. My plan 
involves taking no money out of the Treasury at the present tune. 
It involves using the money which the Treasury would use next year 
for the purpose of expandmg credit, which the Federal reserve sys- 
tem is hardly able to expand at this time apparently. There has 
been an enormous expansion of credit in the Federal reserve system. 
It is eleven thousand million dollars more than it was before the 
establishment of the Federal reserve banks. At the present time the 
Federal reserve system has something like thi^e thousand million 
dollars of credit which it has afforded the member banks, and, strange 
enough, the greatest expansion has occurred in the agricultural 
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i^ions. In Nebraska we come under the Kansas City district, and 
the Kansas City reserve bank, if it had not been able to rediscount 
paper with the Cleveland bank and the Philadelphia bank, would be 
very far below the limit of the law at the present time; that is, its 
reserve would be. 

I mi^ht say that this plan of Mr. Meyer^s for the revival of the 
War Fmance Corporation might work in with this plan I suggest. 
The War Finance Corporation might find it possible to purchase the 
debentures of these farm loan banks and thus enable the farm-Ioaii 
banks to deal directly with the agircultural interests. 

Senator Gtobe. Are those bonds being sold pending the decision 
of the Supreme Court ? 

Senator HrrcHcooK. No. The Treasury has been compelled tc 
take all of the farm-loan bonds that have been issued, and the Treas- 
urv has onljr taken enough bonds to enable the farm-loan banks to 
fumll commitments which they had made before the case in the 
Supreme Court put a stop to their operations. Of coiu^e, the Tressr 
tiry has those bonds on hand at the present time. 

Mr. TiNCHER. Would the bill contemplate amendment of the farm- 
loan law? 

Senator Hitchcock. It necessitates the amendment both of the 
Federal farm-loan act and the Federal reserve act. The Federal 
reserve act would be very simply amended. It provides that the 
Secretary of the Treasury shall take the profits which are received 
in this way and use them either foif the protection of the gold reserve 
and national bank notes or to reduce the national debt. This would 
give him the additional option of using them for the purpose of pur- 
chasing the debentures of the farm-loan banks. 

Mr. TiNCHEB. Then you would have to amend the farm-loan law 
to cover real estate loans ? 

Senator HrrcHCOCK. I have already made provisions for that 
amendment. 

I simply wanted the members of this committee to have this infor- 
mation oefore them so that they would know what I was going to do. 

The Chairman. We will now hear Mr. Brauer. 

STATEMENT OF MB. WILLIAM WALLACt! BBAUEB, NEW YOBK 

CITY. 

Mr. Brauer. Gentlemen of the committee, it is my duty to inform 
you of the following fact: That a syndicate of bankers has already 
been formed for the purpose of introducing a bill in Congress at this 
session, which bill provides that the United States Government shall 
deliver to this syndicate of bankers the propertv of the German 
Government and its nationals now in custody of tne Alien Property 
Custodian. The amount of this property is estimated to be about 
$600,000,000, and these bankers propose to use these German fiin(k. 
which are held in trust by the American Government, as a basis to 
form a private company of $5,000,000,000 under the Edge Act, and 
to supply all European countries, using as a basis the money which 
belongs to Germany, which appears to be against all laws and all 
morals, and the syndicate proposes to secure this five billion from the 
American people. 
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Senator France. What would that be expended for; foodstuffs? 

Mr. Braxjer. Yes; foodstuffs and raw materials and cotton and 
grain. 

Mr. Heflin. I understand that Germany wants 2,000,000 bales 
of cotton. 

Mr. Braxjer. They want cotton and wool and food stuffs. 

The economic and financial condition of affairs in this coimtry at 
this time is very serious, and we believe that if our Congress passed a 
law granting this syndicate of bankers to do as they plan to do in this 
situation, that either business will not be done or every dollar of this 
five billion will be jeopardized and the confidence of om* people in 
our Government may oe seriously affected. 

I make this statement because our American bankers and mer- 
chants here at this present time have outstanding in Europe and 
hold the obligations of Europeans of $4,000,000,000 so we are in- 
formed, and they claim they can not loan Em*ope any more of their 
money, consequently they now desire to gamble with the German 
funds, and before further credits to Europe are extended the following 
things should be done if Congress desires to protect the interests or 
American people: 

First, central Europe must be vitalized and stabilized, which can 
only be done by making Germany economically soimd and in posi- 
tion to meet her obligations, as Germany is the key to the central 
European situation. Secondly, no money should be loaned to any 
European coxmtry by Government banks or war fibaance corpora- 
tions imtil the German indemnity is fixed, and such loans as may be 
required by the German Government to stabilize Germany must 
carry with it the priority of all allied reparation claims, and the 
German Government must secure such priority from the Allies, 
stating that such priority is for -a specific loan, and the American 
Government must be notified to this effect by the Allies. 

To make a long story short, neither the War Finance Corporation 
nor private companies, nor bankers, nor bankers' syndicates can 
furnish central Europe with food, raw materials, or money, imless 
they have the direct obligation of the Allies that such credit or loans 
to Germany, based on a contract direct from the German Govern- 
ment, take priority over all allied reparation claims, and the amount 
of indemnity that Germany is to pay the Allies is definitely fixed. 

Furthermore, we do not beUeve that it is within the jurisdiction of 
the United States Government to deliver moneys which they hold 
in trust for Germany and its nationalists to a syndicate of bankers 
for speculative purposes, and to use thi& German money to supply 
European countries other than Germany, and every dollar of this 
money will be jeopardized unless the program as outlined above is 
Adhered to literally. 

We are confronted with diflSculties in this coxmtry, but. America 
must fix the basis for selling to Europe on sound and safe business 
principles before Congress should consent to permitting food and 
raw materials to be sent to Europe, which can be done as outlined 
above. 

We are confronted with the following conditions: 

23497—20 3 



32 BEVIVUfG THE ACTiVlTUBS OF WAB FIKANCB OOBPORATIOir. 

i^ions. In Nebraska we come under the Elansas City district, anc 
the Kansas City reserve bank, if it had not been able to rediscount 
paper with the Cleveland bank and the Philadelphia bank, would he 
very far below the limit of the law at the present time; that is, \\i 
reserve would be. 

I mi^ht say that this plan of Mr. Meyer's for the revival of th 
War Fmance Corporation might work in with this plan I suggest 
The War Finance Corporation might find it possible to purchase ib 
debentures of these farm loan banks and thus enable the fann'-lo&: 
banks to deal directly with the agircultural interests. 

Senator Gtobe. Are those bonds being sold pending the decisio: 
of the Supreme Court ? 

Senator HrrcHCOOK. No. The Treasury has been compelled v 
take siW of the farm-loan bonds that have been issued, and the Treas* 
urv has onl^r taken enough bonds to enable the farm-loan banks u 
fumll conunitments which they had made before the case in thr 
Supreme Court put a stop to their operations. Of course, the Trea^- 
tiry has those bonds on hand at the present time. 

Mr. TiNCHER. Would the bill contemplate amendment of the farm- 
loan law? 

Senator HrrcHCocK. It necessitates the amendment both of the 
Federal farm-loan act and the Federal reserve act. The Federal 
reserve act would be very simply amended. It provides that tht 
Secretary of the Treasury shall take the profits which are receiveo 
in this way and use them either for the protection of the e^d reserve 
and national bank notes or to reduce the national debt. TThis would 
give him the additional option of using them for the purpose of pur- 
chasing^ the debentures of the farm-loan banks. 

Mr. TINCHER. Then you would have to amend the farm-loau lav 
to cover real estate loans ? 

Senator HrrcHCOOK. I have already made provisions for that 
amendment. 

I simply wanted the members of this committee to have this infor- 
mation oefore them so that they would know what I was going to do. 

The Chairman. We will now hear Mr. Brauer. 

STATEMENT OF MB. WILLIAM WALLACt! BBAUEB, NEW YOBS 

CITY. 

Mr. Brauer. Gentlemen of the committee, it is my duty to inform 
you of the following fact: That a syndicate of bankers has already 
been formed for the purpose of introducing a bill in Congress at this 
session, which bill provides that the United States Government shall 
deliver to this syndicate of bankers the propertv of the German 
Government and its nationals now in custody of tne Alien Property 
Custodian. The amoimt of this property is estimated to be about 
$500,000,000, and these bankers propose to use these German funds, 
which are held in trust by the American Government, as a basis to 
form a private company of $5,000,000,000 under the Edge Act, and 
to supply all European countries, using as a basis the money which 
belongs to Germany, which appears to be against all laws and all 
morals, and the syndicate proposes to secure this five billion from the 
American people? 
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Senator France. What would that be expended for; foodstuffs? 

Mr. Brauer. Yes; foodstuffs and raw materials and cotton and 
jrain. 

Mr. Heflin. I understand that Germany wants 2,000,000 bales 
>f cotton. 

Mr. Brauer. Thev want cotton and wool and food stuffs. 

The economic and financial condition of affairs in this country at 
/his time is very serious, and we believe that if our Congress passed a 
aw granting this syndicate of bankers to do as they plan to do in this 
atuation, that either business will not be done or every dollar of this 
ive billion will be jeopardized and the confidence of om* people in 
>iir Government may oe seriously affected. 

I make this statement because our American bankers and mer- 
chants here at this present time have outstanding in Europe and 
nold the obligations of Europeans of $4,000,000,000 so we are in- 
Formed, and they claim they can not loan Europe any more of their 
oaoney, consequently they now desire to gamble with the German 
funds, and before further credits to Europe are extended the following 
things shoidd be done if Congress desires to protect the interests or 
American people : 

First, central Europe must be vitalized and stabilized, which can 
only be done by making Germany economically sound and in posi- 
tion to meet her obligations, as Germany is the key to the central 
European situation. Secondly, no money should be loaned to any 
European country by Government banks or war fibaance corpora- 
tions imtil the German indemnity is fixed, and such loans as may be 
required by the German Government to stabilize Germany must 
carry with it the priority of all allied reparation claims, and the 
German Government must secure such priority from the Allies, 
stating that such priority is for -a specific loan, and the American 
Government must be notified to this effect W the Allies. 

To make a long story short, neither the War Finance Corporation 
nor private companies, nor bankers, nor bankers' syndicates can 
furnish central Europe with food, raw materials, or money, unless 
they have the direct obligation of the Allies that such credit or loans 
to Germany, based on a contract direct from the German Govern- 
ment, take priority over all allied reparation claims, and the amoimt 
of indemnity that Germany is to pay the AlUes is definitely fixed. 

Furthermore, we do not believe tKat it is within the jurisdiction of 
the United States Government to deliver moneys which they hold 
in trust for Germany and its nationalists to a syndicate of bankers 
for speculative purposes, and to use thi& German money to supplj 
European countries other than Germany, and every dollar of tnis 
money will be jeopardized unless the program as outlined above is 
-adhered to literally. 

We are confronted with difficulties in this country, but. America 
must fix the basis for selling to Europe on sound and safe business 
principles before Congress should consent to permitting food and 
raw materials to be sent to Europe, which can be done as outlined 
above. 

We are confronted with the following conditions: 
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Our farmers have a surplus of food and raw material which ol. 
Germany can buy and the German Govei^nment has authorized n 
to negotiate a credit for it of $1,000,000,000, all of which money w^ 
be spent in America for food and raw material, and the Gemii: 
Government has iastruct^d me to fix this credit only on condiii' : 
that it takas priority over all allied reparation claims. And it • 
further agi-eod that the indemnitv tliat the Germans must pay t: 
Allies must be definitely fixed. "This makes a safe transaction, aL. 
provided Congress passes this bill in the early days of Deeembf-r 
we can begin buying and shipping out of the I'nited States o j 
farmers^ surplus products before the end of December. 

Congress may provide that this $1,000,000,000 credit to GermaKy 
is to have as collateral security the money belonging to the Germa: 
Government, and the German nationalists, now hdd by the ^Uie: 
Property Custodian. This amount is estimated at $50O,OOO,0(>' 
together with an estimated amount of $226,000,000 that -cVmeritu 
owes Germany for ships seized during the war which make a perfectly 
safe business transaction, and we hope that Congress will grant thi 
$1,000,000,000 credit to the German Government as soon as ii 
convenes, thus opening an immediate and permanent market for 
our farmers' surplus products. 

Unless some one desires to ask any questions that is all I have 
to say. 

Senator Norris. I think without objection we will adjourn until 
10.30 o'clock to-morrow. 

(Thereupon at 4.45 o'clock p. m. the committee adjourned untii 
to-morrow, Friday, December 3, 1920, at 10.30 o'clock a. m.) 
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friday, deceubeb 3, 1920. 

Joint Session of the 
Senate and House C:»oiittees on Agricui^ture, 

Washington, D. (7. 

The Committee on Agriculture and Forestry of the United States 
Senate and the Committee on Agriculture of the House of Represen- 
tatives reconvened, pursuant to adjournment, at 10.30 a. m. in the 
room of the Senate Committee on Agriculture and Forestry, Senator 
George W. Norris presiding. 

Present: Senators Noms, Wadsworth, McNary, Capper, Gore, 
Kendrick, and Harrison, and Representatives Tincher, of Kansas; 
Paul W. Riddick, of Montana; and J. Thomas Heflin, of Alabama. 

Also present: Senators Sterling, Kellogg, Henderson; Repre- 
sentative Riley J. Wilson; Hon. David F. Houston, Secretary of the 
Treasury; Hon. William P. G. Harding, governor Federal Reserve 
Board; and others. • 

Senator Norris. Mr. Secretary, we have been having some hear- 
ings here on the condition of the agricultural part of the country and 
trying to devise some plan of relief, if possible. We have asked you 
to come and give us your ideas as to the conditions, whether relief 
can be^extended, and if so, how. We will be glad to have you go 
ahead in your own way. 

STATEMENT OF H09. DAVID F. H0TJST09, SEGBETABT 

OF THE TBEASXTBT. 

Secretary Houston. 'Have you any specific proposed, Senator , 
w^hich you wish me to discuss ? 

Senatcf!" Norris. No; but, I take it, that is the principal object 
that the committee has in view, to get proposals. We have not any 
specific thing before us. The investigation is as wide as it is possible 
to be. We are anxious to get if we can any proposal for consideration 
that would give relief to the agricultural part of the country. 

Secretary Houston. I have perhaps given more thought to this 
situation, Senator, in the last two montns than to any other which 
lias come before tne Treasury, and I have to say that I know of no 
solution for the problem presented by falling prices. 

I suppose that it was apparent several years that the process of the 
upward movement of prices would end sometime, and that there 
would be after a certain interval a recession of prices. I was appre- 
hensive, rather I was convinced, that that would be th6 case, and I 
expressed that view immediately after the armistice. The armistice 
came on November 11, 1918, and shortly thereafter there were con- 
ferences held, so-called reconstruction conferences, which had as their 
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object to see what could be done to facilitate the transition. I recall 
that, at one of these large conferences when the hi^h cost of living 
was under discussion and -the question of the discontent of the 
people over high prices was the subject of consideration, certain 
business men said they could not reduce their prices unless costs fell, 
and that costs would not fall unless more commodities were produced, 
and some said that the prime necessity was the increased production 
of food products. 

I remember saying at that meeting that it seemed to me a veir 
beautiful program for some people, but that I thought the sugge^ 
tion would not appeal very much to the farmers, that everybodj 
else waits for prices to fall, until the farmers produced more, with the 
implied assurance that when they did this, their prices would fall. 
I added that I, as Secretary of Agriculture, could not go before the 
farmers urging any such program ; that I thought^ ii they appre- 
hended a fall of prices, they had better begin to take their loss and 
begin to lower the prices oi their products, since their turnover was 
frequent and the farmers' turnover was annual, and enable the 
farmer to buy commodities at a lower rate so that his cost would 
not be so high, so that he would not be so heavily burdened, if what 
they asserted was necessary and what they apprehended as possi- 
ble happened. 

Following this, the Department of Agriculture made statements 
giving its suggestions as to what it thought might be the course of 
events, and making suggestions to farmers accordingly. I remem- 
ber that, on the 8th of January, I made a public statement in which 
I said that in view of the fact that the fighting had ceased, that the 
thirty or forty millions of men who had been engaged in the work 
of destruction in Europe would return to work, that the firsf thing 
that they would try to do would be to find a larger food supply 
at home; and, furthermore, that shipping would open up, that ais- 
tant countries like Australia and Argentina would come back into 
the market of the world, having been shut oflF for three years or more. 
I apprehended that there would after a certain interval, how long 
I could not sa}", be a tendency for prices to fall: and that, with tht 
possibility in view, I advised farmers carefully to consider their pro- 
gram, to return to a balanced a^gricultural program, to pursue prac- 
tices best suited to their individual and community needs, and t( 
make themselves self-sustaining as far as possible. I continued t< 
do this through the year, 1919, both in omcial announcements and 
in statements I made to the public. One or two crop years have 
intervened since. Now, I was not attempting to pose as a prophet 
but 1 was trying to outline the possible developments as I saw tnem 
and in no small measure developments have lollowed this course. 

Europe has made progress. Her people have turned their atten 
tion to the production of commodities, and they have succeeded in 
a measure, as is indicated by their increasing exports; and certain 
countries, France, for instance, will be this year very much more 
largely self-sufficient, very nearly self-sufficient in respect to a num- 
ber 01 food commodities. Even Germany has been at work trying 
to produce commodities, and has succeeded in a measurable degree. 
The same thing is true as to some of the other countries of Europe: 
and the distant countries have come back into the market. 
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In the course of this year, beffinning in the spring, the pressure 
from consumers began to be felt in industry. Buyers and con- 
sumers apparently b^an to order less. This was reflected in smaller 
orders the manufacturers received. They began to slow down their 
production. Some of them closed temporarily. Others went on 
part time, and there was a tendency later for manufacturing and 
wholesale prices to drop; but this has not yet been very largely 
reflected in retail prices. I suppose the retailers, being human^ 
have attempted to maintain theu- prices and to get rid of their 
products purchased on the former basis, at as high prices as pos- 
sible. How long they will be able to persist, I do not know, but I 
imagine not very much longer. 

With the comii^ on of the crops of this year, with favorable 
weather resulting in one of the record harvests of the nation, the 
prices of farm products began to drop, and unfortunately dropped 
very quickly and very suddenly. I do not know any feasible means 
of effecting what I suppose manj producers desire, namely, to be 
enabled in some way to receive higher prices for what they produce. 
I assume that the decline of price is the thing which has Drought 
about the situation you are considering. I especially do not know 
of any feasible means which the Treasury could adopt to furnish 
substantial relief which might not set up worse evils than the present 
evils. The matter, as I said at the outset, has been receiving our 
constant attention. 

I do not desire to speak of the banking phase of this matter, but 
I may say that the disposition of the authorities, the supervising 
authorities, has been to do everything possible consistent with 
safety to promote orderly marketing of all commodities. I may add 
that the facts show that during the year there has been a large 
increase in accommodations by the banks of the country to agri- 
culture, industry, and commerce. They show that there has been 
a very marked reduction of loans for speculative purposes. As I 
recall it the figures show a decline in such loans oi about a billion 
dollars; and through the shifting of loans, an increase in accommo- 
dations for agriculture, industry, and commerce, of between three 
and four billions of dollars. 

The much talked of deflation or contraction of credits does not 
exist, and has not existed. The reverse has been true; and, of 
course, there are limits beyond which banks can not go with safety. 

I may point out also in this connection that so far as the foreign 
outlet for commodities is concerned, we have the facts before us 
indicating a very great increase in the value of exports since the 
armistice. Whi'e our prewar exports, those for the year preceding 
the war, were two and three- tenths billions of dollars, and while 
during the last year of the war, owing in no small measure to the 
exports of commodities for military purposes, financed in part 
through credits extended bj the Government to European Govern- 
ments, they ran up to six biUions, in round numbers; last year, 1919, 
thej were seven and nine-tenths billions, slightly over 50 per cent of 
which were agricultural; and this year they are running at the rate 
of eight and one-tenth billions. After deducting the imports of 
physical commodities, making allowances for the offset in the way 
of services rendered by other countries in shipping and of expendi- 
tures abroad by tourists, and perhaps of some further return of 
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securities, there is at present an estimated suspended conunercial 
indebtedness of Europe to this country of about four billions of dol- 
lars in addition to the ten billions which this Government lent lo 
certain European Governments. How they are going to pay for 
the increasing exports and discharge the balance already again-- 
them, I am not fully informed. Nor do I know how they can takr 
very much larger values and find the moans of payment except 
through increasing exports. The European countries which vrf 
imagine are in greatest need are the very ones which are findmj 
difficulty in discovering either gold for payment, or means of pr> 
duction through which they could export larger quantities of com- 
modities, or securities whicn a business man would accept. 

Senator Norris. I think, Mr. Secretary, that one of the questions 
that has been a^tated as much as any other on that point vou are 
now discussing is to find if possible a way to finance those Crovem- 
ments or their people, so they could take more of our agricultural 
exports. Do you Imow of any way in which that could be done ? 

Secretary Houston. I have not been able to work out any. . 

Senator Norris. Do you think rehabilitation of the War Finance 
Board might help in that direction? 

Secretary Houston. I have grave doubts about it, Senator. As 
Members of the Senate and House recall, the act creating the War 
Finance Corporation was passed during the war. I think it was ap- 
proved in April, 1918. It is entitled "An act to provide for the 
national security and defense and for the purpose of assisting in 
the prosecution of the war, to provide credits lor industries, etc." 
It was intended as an emergency measure. It was one of the war 
measures passed to prosecute the war to a successful conclusion. 

Senator Kendrick. May I ask, Mr. Secretary, if the amend- 
ment 

Secretary Houston. I am coming to that, if you will pardon me. 
Of course, the war was prosecuted to a successful conclusion, and 
those powers that had a specific war purpose I assume expired with 
the armistice. I refer to the provision&wnich in practically every case 
specifically indicate that the aid is to be general for the purpose of 
successfully prosecuting the war. 

After the armistice, I think it was in the winter of 1919, in view 
of possible interruptions of foreign trade growing out of the cessation 
of exports for military purposes and the discontinuance of new 
credits to European governments, the Congress inserted an amend- 
ment authorizing the War Finance Corporation to aid, under certain 
conditions, exporters who could not otherwise get the money to 
finance exports. Now, as a matter of fact, foreign trade did not 
fall off, did not stop, but increased by nearly two billions of dollars 
that year over the year preceding the action. And, as I said a 
moment ago, it has contmued tms j^ear at a greater rate. The 
exports for the first 10 months of this year are in round numbers 
six and eight-tenths billions; and if they go forward at the same 
rate this month, they will show a larger total than last year. 

Senator Norris. How would it be in volume ? You are speaking 
always in values. 

Secretary Houston. In physical volume it is difficult to estimate 
the increase. There have been several studies made. The experts 
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of the Fed»^ Reserve Board made a partial study some months 
ago, and the bureau of research of one of our universities has made a 
somewhat more extended study. I should sav, roughly si>eaking, that 
adjusting the values to prewar values, and therefore trying: to arrive 
at a comparable basis, the physical increase would probably not be 
over 33 or 35 per cent. 

Senator Gk>RE. What universitv made the studv ? 

Secretary HorsTON. Harvard. 

Senator Gore. Have they printed that report? 

Secretary HorsTox. I think they have. I think it has been 
printed in several places. Grov. Harding, do you know where tliis 
report was printed? 

Gov. Harding. I have a copy on file. 

Secretary Houston. Now, it was apparent, as I say, that exports 
were not only not falling off, but that tney were increasing, and that 
they were being financed and are being financed in the ordinary 
commercial wav, although, as I sav, just now part of them are being 
carried I am not intimately infomied. 

I may say, before I go further, that there was a general expecta- 
tion that aU these special war acts would be terminated before the 
expiration of more than two years after the armistice; and there 
was, as gentlemen will recall, a very marked expression of view 
that 'they should terminate; but, however that may be, in view of 
the fact that the exports were increasing and were being privately 
financed, that people were finding ways of a commercjal sort to 
finance these exports, we suspenoed activities last sprmg. Up to 
that time, the extensions of credit which were made under this 
particular section, which is the only one in question, were to the 
very agencies which could get means to finance exports, if any 
bodies could get them. Of the forty-six millions of dollars extended 
under this export amendment, under this power I am discussing, 
roughly spealang, 50 per cent, over $20,000,000, was loaned sucli 
companies as the General Electric, the Baldwin Locomotive, and 
the Harvester Co. My present impression is that if we wore to 
announce to-morrow that activities would be resumed, the main 
beneficiaries would be the very corporations which can more easily 
than others get money in ordinary commercial wa^vs, and that the 
very people who are expecting and who dosiro aid would bo dis- 
appointea. 

We can not lend to producers. We can only lend to people 
engaged in the business of exports. I think the chief result would 
be that the businesses of the coimtry which are now securing fimds 
in commercial ways at the market rate would simply transfer thoir 
attention to the Treasury to get the benefit of tiie Government's 
credit. I apprehend that there would probably bo no marked in- 
crease in the volume of exports, but ratiier simply a shifting of the 
financing of them from the ordinary banking channels of the country 
to the Sovermnent of the United States, through the IVeasury or 
the Finance Corporation. Of course, that corpoiation means the 
Government; ana I assume I need scarcely emphasize the point 
chat the corporation would have to borrow the money at a time 
when the Government already is compelled to borrow very large 
sums to meet bills in the intervals of tax payments; and if it hap- 
pened now, at a time whoa it has to borrow largo sums. The Treasury 
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will have to borrow, for instance, by the 15th of this month, some- 
thing over a half billion of dollars. Of course, there will be a can- 
cellation of certificates outstanding, and the net indebtedness of the 
Government will not increase, but still the Treasury will have to 

f;o into the market to^. borrow money and it will get it probably 
rom the very same people whose funds would otherwise be used. 
F\u*thermore, I think in time of peace, it is undesirable for the 
Government to continue in the banking business in paraUeling or 
duplicating the ordinary banking institutions of the Nation. It 
becomes in very effective ways the competitor of those institution^: 
and I think it undesirable to resume this function. If it does, it 
will be for a very considerable period, because the corporation will 
be compelled to exist for a numoer of years, certainly for the period 
for which the loans would be outstanding. 

I think, taking the situation as a whole, that, if Europe demands 
more exports from us and can find money, goods, or securities to pay 
for them, we had better continue to rely on the agencies that are now 
financing exports at the rate of 8 billions, and supplement them by 
institutions that are beginning to be formed, and wnich can be formed 
in larger measure, under the law already on the statute books, nainely» 
the Edge Act. There has been or is being formed in the South an 
export corporation with, I believe, an ultimate capital of $12,000,000; 
and they are about to hold a meeting in Chicago to form a $100,000,000 
corporation; and there has been recently formed a cattle pool of 
$22,000,000. 

Senator Norris. Mr. Secretary, how do they propose to get their 
money ? 

Secretary Houston. The money is being subscribed by associations, 
largely banking associations, throughout the countrv; and I imagine 
that one reason why rather more progress has not been made is the 
expectation held out that the Government would do the business* 
wnich I think has been unfortunate. 

Senator Norris. Well, assuming that it would be desirable, just 
for the sake of argument, to have the War Corporation Board rehabili- 
tated, would any legislation be necessary? 

Secretary Houston. No legislation would be necessary unless you 
should wisn to restrict loans to more specific purposes. As the law 
now stands I assume as a matter of equality before the law, the cor- 
poration would have to consider proposals coming within the law from 
any source. 

Senator Wadsworth. Mr. Secretary, the finance corporation would 
not be compelled to accept a class of business, would it? Isn^t it left 
entirely to its discretion f- 

Secretary Houston. It would be very diflBcult for the Government 
to discriminate as among individuals who present proposals for 
exports and good security. I know no way of discriminatmg on the 
basis of class. 

Senator Wadsworth. Well, I thought the Government represented 
by the finance corporation would lay gut whatever policy it thought 
fit or best at the time. 

Secretary Houston. Not xmder the amendment which authorizes 
loans to any person who complies with the requirements. There is 
only one limitation — the exporter must be unaole to get funds from 
banks on reasonable terms. 
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Senator Norbis. Well, the law in every case gives to the board 
discretion to refuse any loans, does it not? 

- Secretary Houston. It does as to terms ; but I imagine that any 
gentleman would find it difficult to refuse loans on the basis of the 
class of products to exporters, the amendment refers to ''domestic 
products.^' 

Senator Gore. But if it was classified on the basis of those who 
could not finance themselves from private sources ? 

Secretary Houston. The amendment does impose that limitation. 
You imderstand. Senator, the law savs that these loans shall be made 
to persons engaged in the business oi export, not in that of producing 
alone. 

Senator Gore. That I understand. I thoiight you would classify 
those who could easily obtain credit, such as the General Electric^ 
who would not come within the law and that could provide themselves 
from private sources, and those who could not easily provide them- 
selves from private sources yet had solid securities, would be eligible 
It seems to me that would be the basis of the classification. 

Senator Norris. Well, would it be a practicable proposition to 
change the law, even on your theory there, and confine operations 
for the time being 

Secretary Houston. That is a matter of policy that Congress 
would have to determine. 

Senator Norris. I know. I would like to get your idea on that. 
Do you think that would be a practicable way of reaching part of 
this difficulty ? 

Secretary Houston. I should hesitate to pass a law for citizens 
producing one class of conunodities. 

Senator Wadsworth. Do you think the passage of a law to en- 
courage exportations is a passage of a law m favor of one class of 
citizens? Does it not affect everybody? 

Secretary Houston. If it is to promote financing of only one class 
of commodities I should imagine it would be so regarded. 

Senator Wadsworth. Wefl, I doubt if exportation can be called 
one class of commodities. 

Secretary Houston. If you limit it to the products of one class it 
could be, could it not ? 

Senator Wadsworth. Merely because the commodities are ex- 
ported does not mean they are one class of commodities, because 
everything is liable to export, everything made or grown. 

Secretary Houston. Yes. What would you do with an export 
corporation that wished to financfe something other than agricultural 
products ? 

Senator Wadsworth. I have not suggested we confine it to agri- 
cultural products. That, of course, would be class legislation. 

Senator Norris. I was just about to ask when Senator Wads- 
worth interrupted whether in your judgment Congress could aid in 
any way, to assist these other export corporations that you say are 
now being organized ? Is there legislation that would help that we 
could pass ? 

Secretary Houston. The only way you can do it is to make an 
appropriation of funds which the Government would have to borrow 
probably from the same people whose resources would be used through 
commercial channels in supporting these private enterprises, and add. 
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regions. In Nebraska we come under the Kansas City district, and 
the Kansas City reserve bank, if it had not been able to rediscount 
paper with the Cleveland bank and the Philadelphia bank, would be 
very far below the limit of the law at the present time; that is, its 
reserve would be. 

I might say that this plan of Mr. Meyer's for the revival of the 
War Fmance Corporation might work in with this plan I suggest. 
The War Finance Corporation might find it possible to purchase the 
debentures of these farm loan banks and thus enable the farm-loan 
banks to deal directly with the a^cultural interests. 

Senator Gore. Are those bonds being sold pending the decision 
of the Supreme Court ? 

Senator Hitchoock. No. The Treasury has been compelled to 
take all of the farm-loan bonds that have been issued, and the Treas- 
urv has onljr taken enough bonds to enable the farm-loan banks to 
fulfill commitments which they had made before the case in the 
Supreme Court put a stop to their operations. Of course, the Treas- 
ury has those bonds on hand at the present time. 

Mr. TiNCHER. Would the bill contemplate amendment of the farm- 
loan law? 

Senator Hitohcock. It necessitates the amendment both of the 
Federal farm-loan act and the Federal reserve act. The Federal 
reserve act would be very simply amended. It provides that the 
Secretary of the Treasury shall take the profits which are received 
in this way and use them either for the protection of the gold reserve 
and national bank notes or to reduce the national debt. This would 
give him the additional option of using them for the purpose of pur- 
chasing the debentures of the farm-loan banks. 

Mr. TiNOHER. Then you would have to amend the farm-loan law 
to cover real estate loans ? 

Senator HrroHCOOK. I have already made provisions for that 
amendment. 

I simply wanted the members of this committee to have this mfor- 
mation before them so that they would know what I was going to do. 

The Chairman. We will now hear Mr. Brauer. 

STATEMENT OF MB. WILLIAM WALLACE BBAUEB, NEW TOBK 

CITY. 

Mr. Brauer. Gentlemen of the committee, it is my duty to inform 
you of the following fact: That a syndicate of bankers has alreadj 
been formed for the purpose of introducing a bill in Congress at this 
session, which bill proviaes that the United States Government shall 
deliver to this syndicate of bankers the property of the German 
Government and its nationals now in custody of the Alien Property 
Custodian. The amount of this property is estimated to be about 
$500,000,000, and these bankers propose to use these German fimds, 
which are held in trust by the -Mierican Government, as a basis to 
form a private company of $5,000,000,000 under the Edge Act, and 
to supply all European countries, using as a basis the money which 
belongs to Germany, which appears to be against all laws and all 
morals, and the syndicate proposes to secure this five billion from the 
American people. 
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Senator France. What would that be expended for; foodstuffs? 
Mr. Brauer. Yes; foodstuffs and raw materials and cotton and 
grain. 

Mr. Heflin. I understand that Germany wants 2,000,000 bales 
of cotton. 

Mr. Brauer. They want cotton and wool and food stuffs. 
The economic and financial condition of affairs in this country at 
this time is very serious, and we believe that if our Congress parsed a 
law granting this syndicate of bankers to do as they plan to ao in this 
situation, that either business will not be done or every dollar of this 
five billion will be jeopardized and the confidence oi our people in 
our Government may oe seriously affected. 

I make this statement because our American bankers and mer- 
chants here at this present time have outstanding in Europe and 
hold the obligations of Europeans of $4,000,000,000 so we are in- 
formed, and tney claim they can not loan Europe any more of their 
money, consequently they now desire to gamble with the German 
funds, and before further credits to Eiu*ope are extended the following 
things should be done if Congress desires to protect the interests m 
American people: 

First, central Europe must be vitalized and stabilized, which can 
only be done by making Germany economically sound and in posi- 
tion to meet her obligations, as Germany is the key to the central 
European situation. Secondly, no money should be loaned to any 
European country by Government banks or war finance corpora- 
tions until the German indemnity is fixed, and such loans as may be 
required by the German Government to stabilize Germany must 
carry with it the priority of all allied reparation claims, and the 
German Government must secure such priority from the Allies, 
statii^ that such priority is for a specific loan, and the American 
Government must oe notified to this effect by the Allies. 

To make a long story short, neither the War Finance Corporation 
nor private companies, nor bankers, nor biankers' syndicates can 
furnish central Europe with food, raw materials, or money, unless 
they have the direct obligation of the Allies that such credit or loans 
to tiermany, based on a contract direct from the German Govern- 
ment, take priority over all allied reparation claims, and the amount 
of indemnity that Germany is to pay the Allies is definitely fixed. 

Furthermore, we do not beUeve tliat it is within the jurisdiction of 
the United States Government to deliver moneys which they hold 
in trust for Germanv and its nationalists to a svndicate of bankers 
for speculative purposes, and to use this German money to supplj 
European coimtries other than Germany, and every dollar of tins 
money will be jeopardized unless the program as outlined above is 
adhered to literally. 

We are confronted with difl5.culties in this country, but. America 
must fix the basis for selling to Europe on sound and safe business 
principles before Congress should consent to permitting food and 
raw materials to be sent to Europe, which can be done as outlined 
above. 

We are confronted with the following conditions: 

23497—20 8 
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could have paid more; that consequently the Allies would be out 
that much. One of the Allies is insistent on this^ that as soon as 
Germany does begin to produce in larger measure and goods are 
available she shall immediately have the first fruits of it, because 
her fiscal system is in bad snape. She has a very considerable 
estimated deficit, and naturallv she wants the indemnity to help 
make up the deficit and also to nelp in her other imdertakings. But, 
even assuming that this is settled, it is going to take Germany a very 
long time, I imagine, to even approximate a partially normal pro- 
ductive state. 

Senator Norris. Mr. Secretary, I had it suggested to me — ^I have 
no evidence of it except the suggestion that has oeen made — that one 
of the troubles is that foreign buyers of American food product 
are confined to people who represent the Government themselves: 
that individuals are not buying; that the various Governments are 
buying; and that therefore they are able to combine, and that has a 
very material influence upon the price that they pay. Is there any- 
thing in that that you know of ? 

Secretary Houston. Perhaps something, but I do not imagine 
that is the whole story by any means. 
' Senator Norris. Are tney buying as Governments entirely ? 

Secretary Houston. I would not try to answer that without 
refreshing my memory. They have tried to get rid of much of their 
war machinery, but I can not answer the question oflFhand. 

Representative Heflin. When the Finance Board was in operation 
did tney not back these purchasers themselves ? 

Secretaiy Houston. Under the amendment. To the extent of 
$46,000,000 grand total, which, of course, is a mere ba^telle in com- 
parison with the amount privately financed. I was informed when 
we suspended operations that one of the corporations that I have 
referred to was about to come to Washington to get aid in fiinancing 
$75,000,000. 

- Senator Norris. Mr. Secretary, has the War Finance Board any 
money now ? 

Secretary Houston. It or the Treasury would have to borrow. 

Senator Norris. It has not anything ? 

Secretary Houston. No; except a credit on the books of the 
Treasiuy. 

Senator Norris. Did it have a surplus ? 

Secretary Houston. There were certain amounts deposited in the 
Treasury. 

Senator Norris. Then it has all been paid back? 

Secretary Houston. No; certain loans are outstanding. 

Senator Norris. Do vou know how much that has been ? 

Secretary Houston, ^he amount deposited in the Ti-easury ? 
No ; I would have to look it up. 

Senator Norris. Quite a large sum ? 

Secretary Houston. That will be available very soon when the 
annual report is out, but I do not recall it offhand. 

Mi\ Heflin. Something over $300,000,000 ? 

Secretary Houston. I think so. All the money it has had it 
received from the Treasury, earned, or borrowed. Of com'se, all 
loans are not paid back. 
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fb.iday, decembek 3, 1920. 

Joint Session of the 
Senate and House CaMMiTTEES on Agriculture, 

Wdshington, D, C, 

The Committee on Agriculture and Forestry of the United States 
Senate and the Committee on Agriculture of the House of Represen- 
tatives reconvened, pursuant to adjournment, at 10.30 a. m. in the 
room of the Senate Committee on Agriculture and Forestry, Senator 
George W. Norris presiding. 

Present: Senators Noms, Wadsworth, McNary, Capper, Grore, 
Kendrick, and Harrison, and Representatives Tincher. of Kansas; 
Paul W. Riddick, of Montana; and J. Thomas Heflin, oi Alabama. 

Also present: Senators Sterling, Kello^, Henderson; Repre- 
sentative Rdey J. Wilson; Hon. David F. Houston, Secretary of the 
Treasury; Hon. WiUiam P. G. Harding, governor Federal Keserve 
Board; and others. • 

Senator Norris. Mr. Secretary, we have been having some hear- 
ings here on the condition of the agricultural part of the country and 
trying to devise some plan of relief, if possible. We have asked you 
to come and give us your ideas as to the conditions, whether relief 
can be'extenoed, and if so, how. We will be glad to have you go 
ahead in yoiu* own way. 

STATEMENT OF HON. DAVID F. HOXTSTON, SECBETABT 

OF THE TBEASTTBT. 

Secretary Houston. -Have you any specific proposal, Senator, 
which you wish me to discuss ? 

Senatdl" Norris. No; but, I take it, that is the principal object 
that the committee has in view, to get proposals. We have not any 
specific thing before us. The investigation is as wide as it is possible 
to be. We are anxious to get if we can any proposal for consideration 
that would give relief to the agricultural part of the country. 

Secretaiy Houston. I have perhaps given more thought to this 
situation, Senator, in the last two months than to any other which 
has come before the Treasury, and I have to say that I know of no 
solution for the problem presented by falling prices. 

I suppose that it was apparent several years that the process of the 
upward movement of prices would end sometime, and that there 
would be after a certain interval a recession of prices. I was appre- 
hensive, rather I was convinced, that that would be th6 case, and I 
expressed that view immediately after the armistice. The armistice 
3ame on November 11, 1918, and shortly thereafter there were con- 
ferences held, so-called reconstruction conferences, which had as their 
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Senator Norris. That is what we want. 

Secretary Houston. I can do that. 

Senator rIoRRis. I would be very glad to have you do that. * 

Senator Gore. The Congress has laid down certain things to come 
about at the restoration of peace; the cessation of hostilities in 
Europe. We need first an increased production. That takes time. 
The only immediate relief we can give would come through increased 
credits to the European countries. There is no sort of machinery 
we can erect here that will help, unless they provide themselves witli 
means of purchasing, and unless the allied countries would help these 
small countries. Otherwise I do not see that it would help. 

Secretary Houston. I have had the rather unique experience of 
having gentlemen come to me and urge that the Government directly 
or indirectly increase the loans to Europe, who had advocated the 
cancellation of the debts they now owe us. But unless you can find 
some way to increase Europe's buying power and discover that she 
has an^enective demand for our products, a desire to take more than 
she is now taking, and that she can put up the requisite securities, I 
do not see how you can expect verjr much aid in that direction. If it 
is possible to discover a larger business basis for credits, in view of 
Europe's partial recovery and natural effort to supply herself at 
home, and to buy in markets of the world where she can get things 
cheapest, I do not imagine the additional exports from here will be 
very great. Europe will return more and more toward self-suffi- 
ciency. I think our people have to bear this in mind and make 
plans accordingly. 

Representative Tincher. Are there any corporations organizing 
now under the amendment to the national banking law passed bv 
the la^t Congress? 

Secretary Houston. I do not know any which is operating at 
present. 

Representative Tincheb. As I understand you, it is your idea that 
we could not e^^pect much assistance by resuming the operations of 
the War Finance Corporation; I wondered if it would resume as a 
reconstruction finance corporation until these organizations are reallv 
organized under the amendment to the national banking law, if 
there is any possibility of doing any injury to them? 

Secretary Houston. It would involve borrowing by the Govern- 
ment. It would open up very embarrassing situations. Even- 
business would think that it had an equal right to ask for assistance 
in financing exports of commodities in which it was interested. It 
would continue this war agency for an indefinite period, and keep 
the Government in the banking business. 

Representative Tincher. I understood the Treasury last' year, 
when we were amending the national banking law to authorize these 
corporations, that they would continue during the reconstruction 
period and be of vast benefit to this country. Now, without these 
corporations in operation at all, and it is some time since the law 
became effective, I wondered if it would be of any assistance at 

aU 

Secretary Houston (interposing). I do not desire to hold out false 
hopes to anybody. As I said before, the business of the country is 
^nancing exports this year at the rate of about $8,000,000,000, and 
I am somewhat amazed that Europe can find means under the cir- 
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cumstances to pay as much as she is paying. It is possible that pri- 
vate agencies, by intelligent and rniined effort, might discover some 
additional means. I have in mind such associations as the one which 
is being formed in the South and the larger one which is to be con- 
sidered soon in Chicago, and others which I imagine will be formed, 
if people are not led to rely on the Government. A cattle pool has 
been formed, and I think it can furnish assistance to cattlemen. 
But we are in a period of natural recession of prices following a great 
war and of partial recovery, especially for Europe. There are those 
who are simply seeking some sort of market for their products; there 
are others who seek a market at a predetermined price. There is 
involved these two questions : Is it wise for the Government to inter- 
vene to attempt to raise prices; and if so by what method? In the 
□ainds of many the only question is whether the Nation can raise the 
price of foodstuffs. 

Senator Gore. After a campaign against the high cost of living. 

Secretary Houston. In which vast numbers of people are still 
interested. 

Representative Tincher. You would not call the agricultural prod- 
ucts natural; at least, if they are natural, they are very abrupt? 

Secretary Houston. Very abrupt; but, as I said at the outset, 
there has been a downward tendency of prices of wholesalers and 
manufacturers; the retailers are still receiving high prices. 

Senator Kendrick. Mr. Secretary, what would be the effect on 
the general finances and business of the country of borrowing at this 
iime on the part of the Government ? 

Secretary Houston. We shall have to borrow at least $500,000,000 
vithin two weeks. 

Senator Kendrick. Well, do you think it would disturb the situ- 
ition if we wanted to borrow $500,000,000 more for the War Finance 
!])orporation ? 

Secretary Houston. I should prefer to see the Government borrow 
LS little as possible. I have hiard some criticism of the Treasury 
or continuing to borrow to meet current bills. Of course, we must 
aeet them. When the Government taps the resources of the coun- 
ry, to that extent for the time being it impairs the ability of others 
o use them. And we must look to the future. I do not want to 
ngage in a discussion at this time of the future financial needs of 
he Govenmient, or to indicate the possible liabilities of the Govem- 
aent for the next few years, or the possible receipts, but obviously 
7e have to bear the future in mind m discussing the present situa- 
ion, particularly if it is proposed that the Government indulge in 
irger borrowing. 

Repreeentative Byrnes. Mr. Secretary, what would be the differ- 
nee in the Government 'borrowing at a low rate and the private 
orporations, of which you have spoken, borrowing at possibly 8 or 
per cent, all borrowing for the same purpose ? 
Secretary Houston. If it is desiraole in principle to keep the 
rovernment in the banking business, I have no easy answer. JBut I 
ave not regarded that as a desirable policy. 

Representative Byrnes. Well, under the terms of the act the War 
inance Corporation could continue to exercise its functions for a 
ear after the ratification of peace. 
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Secretary Houston. Yes; but it would be in existence for a Ion: 
time after it ceased to make loaufi. 

Representative Btbnes. What was the condition that made it 
Tinwise to remain in business after May 1: why did May 1 becom^ 
the arbitrair date after which it was unwise to continue business ^ 

Secretary Houston . I said some time ago that exports had nrr 
fallen off, that private agencies had found ways to finance them, aiii 
it was quite clear to me at least that the people were coming to tL^ 
Grovemment to get money who should get it in the ordinary con- 
mercial way. 

Mr. Hefxin. Don't you think, Mr. Secretary, that the fact thu 
they could obtain money through the Treasury helped these priTat^ 
concerns to carry on business ? 

Secretarv Houston. Yes; but the amount they obtained imdr 
the amendment was an inconsiderable part of the whole and I d 
not think it cut much figure. 

Senator Gore. But it did help to get money more easily, as tl 
case which Senator Wadsworth cited yesterday; Hie fact tiiat th^ 
War Finance Corporation was willing to finance it, made it mor^ 
easy to get money. Of course, there is no way to measure accurate!; 
that psychological condition.* 

Secretary Houston. I do not think it would be verv material. 

Senator GrORE. Let me ask you this hypothetical question, M: 
Secretary: If Germany could arrange with the Allies for $l,Oni - 
000,000 of credit, to constitute a preferential charge on its resource- 
and the bankers of this country were williog to underwrite that, c 
guarantee that, then would you feel disposed to open the powers < 
the War Finance .Corporation and assist through the shipping depar- 
ment or other corporations ? 

Secretary Houston. I do not think it should be necessarr i' t 
them in that case to resort to the Government. If Europe can pn* 
up good business securities, I think the trade can be privateh 
financed, and I do not think the Government should be asked t 
take any security that business will not take. 

Senator GtORE. I am assuming that business would take it: that / 
was underwritten. 

Secretary Houston. Then I think the business could be private!; 
handled. But I want to say this: The suggestions of underwritii:: 
Germany by the Allies, as discussed in the past, involved undei- 
writing by us also. 

Senator Gore. All the AUies would be exj>ected to do, I thinr 
would simply be to waive their preferred position and allow tr. 
$l,0O0,O00jO00 issued for the purchase of food and raw materials ' 
come first. • 

Secretary Houston. I think the simplest way for Congress ^ 
help Germany to buy what she wants would be to make another Iohh 
and extend credit directly;' and that I am opposed to. 

Representative Sumners. May I ask a question or two? In t! 
absence of any waiving of credit on the part of the Allies, who expe< ■ 
to collect in the way of indemnity, as a matter of fact, would it n; ' 
be better to use our credit among our own folks who need cre<ii' 
than to loan to Germany, already practically broke with an undt^ 
termined debt yet to be written up against it ? 

Secretary Houston. You are presenting a choice of two evils. 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 49 

Representative Sumners. That is what We confront, a choice of 
two evils. 

Secretary Houston. I do not know the answer. 

Senator Capper. Mr. Secretary, I have here three recommenda- 
tions made by the American Farm Bureau Federation, which they 
asked me to present to this committee, which they urge upon Con- 
fess for the purpose of establishing relief of the strained credit 
situation in the agricultural districts. The first is the most im- 
portant one. I want to ask you about these, and in order to get it 
as they have it, I will read it. 

First. We believe that the law should be so amended that the Federal Reserve 
Board will have authority to classify rediscounts when offered. As it is now the only 
method of controlling volumes of money and credit available to the Federal Reserve 
Board is by increasing the discount rate until the price becomes prohibitive along a 
great many lines of business, thereby reducing the volume of money and cre<fits 
needed. The unfortunate part of that is readlily to be seen in the fact mat the farmer, 
who has a slow turnover and a narrow margin of profit is not in position to compete 
with the speculator who has a good turnover and a wide margin of profit, so that in- 
stead of it helping agriculture, it has the effect of putting money up at option and 
agriculture being outdone by those who are in business it gets greater returns and 
profits. 

Secretary Houston. I am not prepared to discuss now the banking 
situation. 

Senator Capper. What is your judgment as to what that recom- 
mendation should be? 

Secretary Houston. I would have to consider the matter, and 
discuss it with the members of the Federal Reserve Board. 

Senator Norris. The ftext witness .will be the governor of the 
Federal Reserve Board. I suggest, Senator, that you ask him those 
questions. Maybe the Secretary would be glad to answer the other 
two. 

Senator Capper. The others have to do with an amendment to the 
farm loan act, and the matter of warehouse certificates. The other 
two, being amendments to the farm loan act, probably the Secretary 
would not be willing to answer them. 

Secretary Houston. Senator, I would like to slay in closing, unless 
there is another question, that while I am very sympathetic with 
producers who are confronted with sudden recessions of prices of 
their commodities and vvith the consequent difficulties, nothing more 
fatal could happen than for this Nation to embark on an unsafe 
fiscal or banking policy. This would set up evils which could be 
vastly greater than those we are now confronted with. With all our 
difficulties to-day, one of the reasons why this Nation is not in worse 
circumstances following the world explosion — the greatest in his- 
tory — is that the authorities, Congress and the Executive, have 
pursued reasonably sound fiscal and banking policies; and if we were, 
even in limited degree, to embark on some of the schenaes suggested, 
we would find ourselves where many of the other nations now fina 
themselves. We would have our aifficulties immensely increased 
and be confronted with a situation from which we would not recover 
for many years. 

There is an explanation, at least a partial one, for existing trade 
difficulties. It is futile for me now to discuss it. It lies in the fact 
that the world is still not at peace; that Europe is still not at peace; 
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and that men there are not free to resume their midertakings with 
helpful cooperation of this Government and that the world is stagger- 
ing under burdens which are unfortunately the legacy of war. One 
sad thing about war is that its burdens are not over when the fighting 
ceases; thev will be with us for a generation or more^-perhaps a 
century. And while, as I said, my sympathy is very keen for those 
who are distressed, I have not been able to think out any very large 
helpful method of accomplishing what some seem to desire, namely, 
that the price movement Jbe turned back and that prices be increased. 
I am not able to suggest any helpful method of doing this. I am of 
the opinion that the banks of the country realized that it was their 
duty to take care of the industries of their respective sections. I am 
aware that it has been suggested to them, ana I think the facts show 
that there has been action on the suggestion that they devote their 
resources first to the most urgent needs, curtailing loans for specula- 
tive purposes, and discriminating, if the credit conditions required 
it, giving consideration first to the more essential activities and later 
to the less essential. I think the facts indicate that they have worked 
measurably and with reasonable intelligence to that end. I do not 
know when the process of price adiustment will be completed. It 
may be that it nas been completed, except for retail transactions. 
It may be that there will be a slight tendency upward and that the 
buyers will come back more actively into the market. It may be 
that Europe will find means to take more commodities by methods 
that souna business and good business can approve. 

At any rate, I hope that we all realize tjiat our hardships — and all 
of us are suffering from them — are a result in lar^e measure of the 
war in which we were engaged and that we must Dear them for the 
time being; and I am sure that our people will do so, with the same 
intelligence and patriotism that they manifested during the war. 

Senator Kendrick. Mr. Secretary, you know that with most of the 
farm products in the West it is not a question so much of a high price; 
there are a number of products in which it involves the question of 
some price ? 

Secretary Houston. Yes, sir; I realize that. 

Senator Kendrick. For instance, at this time there is absolutely 
no market whatever for wool. I understand the same situation 
applies to cotton in the South; millions of bales are really as worthless 
as if they had never found a useful output. And under such condi- 
tions it IS very natural for the Members of Congress and those who 
are directly concerned to be anxious to find a measure of relief. 

Secretary Houston. We all are. 

Senator Harrison. Mr. Secretary, you do not have any doubt that 
under the law now the War Finance Corporation could function if you 
and those who work with you saw fit to allow it to f imction ? 

Secretary Houston. No; I think it could borrow money. 

Senator Harrison. Now, if the Congress should differ with you 
and your conclusions touching the operations of the War Finance Cor- 
poration, what could they do to get the thing set in motion and assist, 
if they thought it wise ? 

Secretary Houston. It could direct it by legislation to do so. 

Senator Harrison. The Congress could direct it? 

Secretary Houston. Yes; by legislation. 
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Senator Harbison. And then it could function speedily, notwith- 
standing any views you may have had in the past ? • 

Secretary Houston. Certainly. If a law is enacted directing the 
corporation to function, it goes without saying that it would function. 

Senator Harrison. The reason I say that is, that someone has inti- 
mated that your past views might interfere with its functioning. 

Secretary Houston. I could nave no discretion as to carrying out 
a direct mandatory act. I can exercise discretion only where the law 
makes it possible and where in my judgment it would be against the 
public interests to do a certain thing, and I have discretionary power 
I would decline to do it, as in the present instance'. 

Representative Heflin. In that connection, Mr. Secretary, you 
said a moment ago that these depressed conditions now are the result 
of the war, which is true. Now then, if the farmers of the country 
are suffermg a loss of billions of dollars, which they are, because of the 
war, and their inability to borrow money from the banks to carry their 
produce imtil the prices are better, don't you think it is the duty of 
the Government, and that it would be justified in borrowing money 
itself, if the Government can get it and private individuals can not, 
to help tide them over this time caused in part bv the war ? 

Secretary Houston. The matter is now one for the Congress to 
consider. I have attempted to give reasons for my view that the 
Government can not wisely intervene to accomplish what you suggest.- 

Senator Norris. If there is nothing further, Mr. Secretary, we are 
very much obliged to you for coming up. 

Secretary Houston. I thank you, gentlemen, and I will take steps 
immediately. Senator, to send you figures on the physical volume of 
agricultural exports. 

Senator Norris. We will now hear Gov. Harding, the governor of 
the Federal Reserve Board. 

STATEMENT OF M£. WILLIAM P. G. HARDING, GOVERNOB OF 

THE FEDERAL RESERVE BOARD. 

Senator Norris. Gov. Harding, you heard the statement made to 
Secretary Houston, and without repeating that statement, the com- 
nittee would be very glad to hear from you with any suggestions that 
p'ou care to make. 

Mr. Harding. I presume that you wish to hear from me more 
ilong the banking lines. 

Senator Norris. I think particularly that, because the Secretary 
las declined to discuss some features of it. We will not confine you 
,0 that. We will be glad to have a suggestion along any line, in 
iddition to the banking line, that you have to make. 

Mr. Harding. The present situation seems to differ from any 
ve have ever before been confronted with in that its scope is universal. 
; remember six years ago we had acute distress in the cotton industry, 
S.t that time, however, for almost every other staple product of the 
country there was a normal demand. The present price recession, 
lowever, seems to involve every staple agricultural product. The 
ecession of prices is a process which has been going on for the last 
ew months, not only in this country, but all over the world, and in 
ountries where there has been the greatest inflation of credits and 
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currency the distress is most acute. There are certain basic causes, 
I think, which are responsible for present conditions. As the Secre- 
tary of the Treasury has pointed out, speakinjs: generally, it is one of 
the results of the war, and the cure for the evils which now aJfflict us 
is one which calls for a general cooperation on the part of the pro- 
ducers, the banks, the distributors, and the consumers. There has 
been a marked shift in the situation in the past 12 months. Some 
time ago we had what might be called a seller's market — the man 
who then had goods to sell was practically doing the purchaser a 
favor to let him have what be wanted. Just now there is distinctly 
a buyer's market. 

The first essential, it seems to me, for bringing about a more normal 
condition is that we all reach a calmer state oi mind. I think evils 
are accentuated by hysteria or a disposition to give up. 

The Federal Reserve Board was more apprehensive over general 
conditions a year ago than it is to-day. That may seem to be rather 
a startling statement, but a great many people realized a year ago 
that conditions then existing were abnormal. We were living in a 
fooFs paradise; prices asked for most commodities and general 
business conditions were then just as abnormal in the one direction as 
they are now abnormal in the other. The Federal Reserve Board 
has made a determined effort to bring about safer banking conditions 
with miniinum disturbance of the country's commerce, business, and 
industry, and I believe the figures which are available will convince 
anyone that some precautionary measures were absolutely essential. 
As far back as August, 1919, there was a general appreciation on the 

?art of the public of the dangers of the situation then existing, 
he IMited States Senate addressed a communication to the Federal 
Reserve Board on the 5th of August, 1919, asking what was going 
to be the outcome of the constant expansion of credits and of the 
repeated advances in the cost of living, and the President addressed a 
joint session of Congress on the subject during the latter part of the 
same month. Then as recently as last May the Senate adopted a 
resolution, No. 363, addressed to the Federal Reserve Board, in which 
it expressed its concern over the inflated conditions then existing, 
and asked what steps the Federal Reserve Board was taking to provide 
for the seasonable movement of crops which were to come about in 
the course of a few months, and what the board was doing to curb 
the tendencies toward a constant advance in the cost of living. 

The Federal Reserve Board, as it understands its functions, has 
nothing to do directly with pi ices or living costs. It is a banking 
board exercising a general supervision of the Federal reserve banks, 
and the rates of discount which are fixed by the Federal Reserve 
Board following recommendations of the directors of the Federal 
reserve banks, are not fixed primarily with reference to prices. The 
board does not feel that it nas any right to establish any rates of 
discount with a view of putting prices up, or putting them down. 
The board's duties are clearly defined in the Federal reserve act, and 
it has endeavored to carry out the provisions of that act. At the 
same time we have realized the desirability of working the situation 
out and bringing credits down to a more normal basis with as little 
disturbance to the a^cultural industry and general business as 
possible. Up to the middle of September it looked as though we were 
going to succeed. The discounts of the Federal reserve banks — or 
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I may say their total invested assets, which inchides paper redis- 
counted for member banks and purchases of acceptances, increased 
from the 19th dav of September, 1919, from $2,350,000,000 to 
$3,800,000,000 on the 27th of January, 1920— an mcrease within four 
months of nearly 50 per cent. It is evident that any continuation 
of such a rate oi increase as that would soon exhaust the resoiirces 
of any banking system, no matter how strong, However, from the 
27th of January, 1920, when Federal reserve bank discount rates 
were advanced, until the present time, there has been only a moderate 
increase in the invested assets of the Federal reserve banks, but a 
substantial increase in the volume of Federal reserve notes outstand- 
ing, and while the angle of ascending credit during the period, Sep- 
tember 19, 1919, to January 27, 1920, was 45 degrees, the angle since 
the 27th of Januarv has been but about 2 degrees. 

In the New York district there has been considerable liquidation. 
Speculative loans have declined probably $1,000,000,000 or more, and 
deposits in the banks of New York City" are about $1,400,000,000 
below their high point. In other sectioits of the country, however, 
bonds and deposits have increased by about $5,000,000,000 since 
September, 1919. 

Of course, the farmer is greatly disappointed with the present 
market for his products. Looking bacK several months 1 think 
we can recall how the real situation was brought to the knowledge 
of the average man and can trace the successive events leading up 
to present conditions. The first intimation that most people had 
that there was a change taking place in the pi ice level occurred last 
spring when there was a financial collapse in tTapan, due piimarilv 
to a slump in the silk market, and 74 banks in Japan suspended, 
and there were many failures of large houses in the silk business. 
Following that, there was a collapse in the wool market. It so hap- 
pened that just about the time our wool clip was coming on last May, 
and the eastern buyeis had their men in the field, there were large 
importations of wool from Australia and the Argentine, that our 
own War Department had large stocks of wool which it was selling 
at auction, and that the British Government had large stocks oi 
wool also on the auction market. The result was that the market 
for wool was destroyed over night. The wool dealers in the East 
telegraphed their buyers to come home; they did not want any wool. 
Of course, the wool clip had to be financed as best it niight. Some 
of the commission men a^eed to make advances. The Federal 
Reserve Board went to the limit of its powers in the matter of author- 
izing the purchasing or discount of acceptances based on shipments 
of wool and the discounting of direct loans on wool. 

Just about that time another significant thing happened, indi- 
cating the change in the public temper as to prices. There was a 
movement started, I think: in the South, to have everybo(^ wear 
overalls, as a protest against the high clothing market. Tnis did 
not last long, but it evidenced a public sentiment against high prices 
for clothing. 

Senator Gore. It ran the price of overalls up considerably for 
the time being. 

Mr. Harding. Yes; it doubled the price of overalls for the time 
Ix^ing. The movement was the forerunner of a general .revulsion of 
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feeling in this country and all over the world against the abnormally 
hiffh prices that had prevailed. 

Now, it is very dimcult, when a movement starts in one direction 
to stop it where it ought to stop. We go too far in one way, and 
then we go too far in another direction, and it takes some time for 
the pendulum to reach its proper balance, or normal equilibrium. 

I think what most concerns the farmer in the present circum- 
stances is his uneasiness as to his own future. I may say in passing 
that the best evidence that the agricultural interests of this countiy 
have not been denied credit is the.fact that in nearly ever3' instance 
the acute anxiety of the farmer arises from the fact that he is unable 
to sell hi» products for enough to pay his debts. The-fact that he 
has debts snows that somebody has given him credit; his paper has 
been rediscounted at the Federal reserve banks freely and m laige 
volume. 

I think that it is important to remove apprehension as far as pos- 
sible, and I want to do what I can here to-day to remove any undue 
apprehension that may exist. 

Mr. Harding. I have no authority to speak for the banks gener- 
ally, but having been in the business myself, I know something of 
banking temperament. The average banker wants to stay in the 
banking busmess; he does not want to go in the merchandising 
business and is averse to foreclosures and other drastic methods of 
liquidating indebtedness, except as a last resort, and my opinion b 
that if the farmer will go to his banker — if he is indebted to a bank — 
and make a frank statement of his condition, giving additional 
security if available and if reauired, and agree to make gradual 
sales 01 his produce as the market develops, applying the proceeds 
on his indebtedness, he will be able to make arrangements for present 
pressing needs and for requirements for another season. 

The credit situation is not essentially different from what would 
have been the case had there been a crop failure. Crop failures 
have occurred in the past in various sections of the country. What 
has happened? No general bankruptcy has resulted from these 
crop failures. Arrangements were made whereby the farmers were 
carried over. I have known of cases in my own section of the 
country where it has taj^en two or three vears to pull a farmer out 
after a crop failure. The bankers and the merchants stood by, if 
the man was worthy of credit, and in two or three years they would 
work him out. A nank can prosper only as its community prospers. 
The banker realizes this. Tne banks have been looking forward to 
the season of the year when they could secure liquidation of their 
loans to farmers, but I am quite sure wherever they find that the 
farmer must be carried along he will be, provided he is honest and 
shows a willinmess to do his part. 

The Federal Reserve Board has always advocated the policy of 
orderly marketing of crops. We realize that it is best for the pro- 
ducer, best for the consumer, best for the banking interests, and best 
for the railroads. Suppose an entire crop which takes the better 
part of a year to produce, a staple crop, should be dumped on the 
market in the course of two or three weeks or a month or two. The 
result would be that the pressure of the volume of that commodity, 
no matter how great the demand for it might be, on the market at 
one time, would depress the price. for it. It would tax, the banks 
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to furnish the money in advance of the consumptive need for the 
crop, and it would also tax the warehouse capacity, and the railroads 
would be burdened in furnishing transportation facilities. 

Orderly marketing means some marketing: it means some buv- 
ing and some selling, a gradual and steady process. I would 
regard as an ideal condition the steady movement of a staple crop 
extended over a period of five or six months, thus causing strain on 
anybody and giving the producer the benefit of the average price. 

It has been pointed out that there are certain staples for which 
there is at present no market at aU. Well, I do not see anything to 
do in such cases but to arrange for renewals on the best terms possible. 
But there are other staples for which there is some market although 
prices are not satisfactory to the producers. 

It is a difficult matter to say what the cost of growing a given farm 
product is, because conditions vary in different sections, but we will as- 
sume that there is no staple farm product to-day that can be sold 
at the cost of production. iVouldn't it be the best policy for the farm- 
er who is indebted to others — and one debt creates another — to sell 
a portion of his commodity at the market price, and apply that on 
some pressing indebtedness which in turn will be applied to some 
other indebtedness and will result in the liquidation of bank credits 
and thus start business up again? Repeat the process of gradual 
sales. This would ease the situation and it would start again a 
buying movement on the part of the public. I think as soon as the 
holiday trade is over that we will see some stabihzation in business, 
because as matters now stand the prices of some things have gone 
down very sharply, and the prices of other goods in the han(& of 
those from whom the people must buy have not gone down as much. 
It is an unnatural situation that some prices should remain high 
when the general trend is downward. As a rule, barring shortages, 
prices of the ordinary necessities of life tend to rise and fall together. 
They seek a common level. 

I think what is going to happen is that there will either be an 
advance in the price of some commodities that have gone down very 
sharply, or there will be a corresponding drop in other articles and 
hving costs, which will tend to put the whole situation on a more 
uniform basis. Thus in the event that there is no substantial im- 
provement in the price of farm products, it seems certain that the 
lanner can look forward to producing next year's crop at a greatly 
reduced cost. 

Taking a broader view of the situation — ^for I have just been 
discussing generally local conditions 

For permanent relief, I think we must look to our forei^ trade. 
I do not want to discuss any delicate political or controversial ques- 
tions, but it does seem to me that so far as the cotton situation in 
the South is concerned, and I believe the grain situation in the West 
is involved in it also, and the manufacturers also — the sore spot 
now lies in the situation in the former Central Empires, Germanv 
and Austria. If some way could be devised of opening up trade witn 
those countries our situation here would be vastly improved. Congress 
passed a law some time ago known as the ''Edge Act," which au- 
thorized banks to subscribe to the stock of corporations engaged in 
financing foreign trade. So far there has been only one corporation 
organized under the provisions of that act; that is the First Federal 
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Foreign Banking Association of New York, with $2,000,000 capital. 
And, as Secretaijr Houston pointed out, there is another company 
now organizing, with New Orleans as its headquarters, to be known as 
the Federal International Banking Co., with $6,000,000 paid-in 
capital. And the American Bankers' Association is undertaking 
to oiganize a corporation with $100,000,000 capital. There is to 
be a meeting of tne organization committee in Chicago next week. 

I have talked with representatives of all these corporations. 
I had a long talk with Mr. W. S. Kies, who recently returned from 
Europe. Efe is interested in the First Federal Foreign Banking 
Association. I asked him to tell me what was the trouble with 
opening up trade with Germany and Austria, Czecho-Slovakia and 
roland. He said, in the first place, there must be greater pacification 
of Europe than now exists before business men would feel warranted 
in takii^ large commercial risks. He' said it was impossible to do 
business with Germany to any great extent under the present condi- 
tions, for the reason that her reparations had not been fixed; that in 
accepting the peace conditions Germany has practically signed a 
blank check, and the amount has not been filled in. It kuls the 
incentive for initiative in Germany, and he says it is almost out of the 
question for any private agency to undertake the granting of credits 
to Germany. 

In talking with a German commercial agent, Mr. Bendix, and 
others I have seen lately, I have also reached the conclusion that 
ordinary acceptance credits running as long as nine months, even if 
we could arrange for three months acceptances with renewals, 
would not do any great deal of good. 

We had an idea at one time that it would be possible to send raw 
materials to Germany under an acceptance credit, and have the 
factories there manufacture the goods, nave the manufactured goods 
shipped out of Germany and maintain a lien all the way through, 
but on looking into the matter, I am told that the German law does 
not aUow such a manufactiu"ers^ lien. 

Senator Gore. Would it be practicable if it did? 

Mr. Harding. Some of the German financiers are undertaking to 
have the law changed. 

Senator Gore.. Would it be practicable if it did ? 

Mr. Harding. It would only be a drop in the bucket. This will 
have to be developed in a broader way. Just as this country was 
built up by foreign capital, and the great West was built up bv foreign 
capital and eastern capital, so the war-stricken portions oi Europe 
must be aided in their rehabilitation by the long time investment of 
American capital. 

I am told there are a great many attractive bargains all over 
Europe in the way of investments in public utilities, factories, real 
estate, and wood pulp enterprises ; any number of opportunities that 
the American busmess man would, in ordinary circumstances, grasp 
eagerly. Here this question of reparations comes in again. The 
average business man does not care to go into those things, unless he 
knows what he is going into. Take the matter of (jerman real 
estate. I was told the other day that a verv attractive house, or 
palace, on the Unter den Linden, in Berlin, wnich I think was occu- 
pied at one time by one of our ambassadors, could be purchased 
to-day in terms of German marks at an actual cost of $16,000 Amer- 
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ican money. Now, of course, opportunities like that would be 
eagerly availed of by enterprising Americans if they were not baiTed 
by fear that the investment mi^t be wiped out by the imposition, 
for instance, of a large capital tax. When it has been determinea 
what Germany shall pay to the Allies imder the reparations agree- 
ment, American investors will be in better position to decide upon a 
policy. 

Senator Norris. Isn't it out of the question to consider Germany 
at all until their reparation matter is completed ? 

Mr. Harding. I think it is absolutely out of the question to con- 
sider doing anything for Germany and Austria until this whole 
question is settled. 

Senator Norris. To meet that, if the Allies waive and consent 
that a loan to them should take precedence and not be affected, it 
might work. 

Mr. Harding. Pending that, we have had suggestions made that 
we ought to do 'more to develop trade with other parts of the world, 
and we have had some conferences lately regarding the development 
of trade with Australia. But Australia is mainly an agricultural 
country, and possibly a policy could be adopted tfiat would result in 
sending American manufactures to Australia, but the result would 
be that Australian agricultural products would be brought here — 
wheat, wool, and hides to compete with domestic producers. The 
same is true with respect to the Argentine, so that if we develop 
trade in one direction we simply accumulate a glut of farm products 
which would make our agricultural situation more acute than it is 
to-day. 

The (juestion of more trade with all South American countries has 
been discussed. South America has been tributary, commercially, 
to Europe, rather than to America up to this time, and is affected by 
present European conditions just as we are. Unless they can sell 
us more than they buy from us the South Americans find the same 
difficulty in trading with us now, in a less marked degree, that the 
European does. 

Senator Norris. Did you get any information, when you were dis- 
cussing these Questions with these men who had been over there and 
knew the conmtions, as to what the purpose would be of the Allies 
being willing for Germany to make a loan to get some produce^ and 
taking a lien with precedence over their own claims ? 

Mr. Harding. I discussed that with them, Senator, and the gentle- 
men were able to express only their own personal views. They thought 
there was no possibility of getting the Allies to do that. 

Senator Norris. Well, if the situation is such as has been described, 
when the Allies come to a realization that they will not get any- 
thing 

Mr. Harding (interposing). One gentleman told me that be 
thought, so far as Great Britain was concerned, that there would not 
be much trouble, but that the difficulty was with the French; they 
seem unwilling to take immediate action. 

Senator NoBRia. The French people are very anxious, and properly 
so, to get indemnity. 

Mr. Hardino. Yes, sir. 

Senator Nqrris. Aiid they must reali;se that they can not get any 
indemnity unless Germany m able to produce. And ihe munt have 
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the tools, and must be able to feed her people for awhile. Did you get 
the idea that was the situation over there 

Mr. Harding (interposing). I hesitate to discuss these international 
auestions, particularly when my information is purely hearsay. I 
Miink the question, so far as France is concerned, is not merely one of 
indemnity. I am told that she feels uneasiness as to her future posi- 
tion. There are questions other than financial that seem to disturb 
her. 

Senator Noreis. Would it be possible, Governor, for the Federal 
Reserve Board to permit of advances in agricultural communities 
where these various commodities are held, to extend additional credits 
to the farmers who are producers ? That is one of the things, I under- 
stand, that is desired. 

Mr. Harding. Additional credits are being extended from day to 
day, Senator. There seems to be a mistaken idea as to the powers of 
the Federal Reserve Board. We have no control whatever over the 
loaning policv of the member banks, or of the nonmember banks: 
and most of the banks in purely agricultural sections are nonmenabers. 
The national banks can make any loans which their directors wish to 
make, which are authorized by the national banking act; and the 
State banks which are members are authorized, under section 9 of the 
act, to make such loans as may be authorized by their own State laws, 
as interpreted by their own State banking departments. The Federal 
Reserve Board has no authority to say to any bank, **you must not 
make such and such loans, or extend such and such credits, or you 
must make such and such loans and extend such and such credits." 

Senator Norrts. No, 'Governor; nobody claims that: but isn't it 
true, that the Federal Reserve Board controls the credits of the Fed- 
eral banks, and decides whether it can discount any more paper; and 
that is what controls the local bank; if they can not get any more 
credit, or if they have reached their limit, they can not get loans ? 

Mr. Harding. Section 4 provides that every Federal reserve bank 
shall be conducted under tne supervision and control of a board of 
nine directors, three of whom are appointed by the Federal Reserv 
Board and six elected by the member oanks. The board of directors 
of a Federal reserve bank is vested with all the powers usually vested 
in the board of directors in a banking corporation. There is no limit 
put on the volume of credits they may extend to any member bank, 
except they are charged, in admmistering the affftirs of the bank, to 
be fair and impartial to all member banks, and in extending credit 
accommodations to a particular member bank to pay due regard to 
the wants and reauirements of other member banl^. 

I may say we nave had a great deal of interbank discounting all 
during this year. At one time seven Federal reserve banks were 
borrowing as much as $250,000,000 from three other Federal reserve 
banks. Such borrowing is permitted by section 11 of 'the Federal 
reserve act. Now, without this borrowing their reserves would have 
fallen to a very low percentage, and under the provisions of another 
section of the act tney would have been required to increase their 
rediscount rates. The Federal Reserve Board has maintained the 
reserves of all banks at or above their legal minimum by permitting 
interbank borrowing. Take in your own district, Senator, the Fed- 
eral Reserve Bank of Kansas City has a reserve of something over 
40 per cent. It has that percentage of reserve because of the large 
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amount of paper it has rediscounted with other Federal reserve banks, 
namely, with Cleveland, Philadelphia, and Boston, which are the only 
banks in position to rediscount large amounts for other Federal 
reserve banks without impairing their own reserves. The Federal 
Reserve Bank of Kansas City, ii it should pay" all its debts to other 
Federal reserve banks, would have a reserve of about 18 per cent. 
The Federal Reserve Bank of Minneapolis is in about the same posi- 
tion. The Federal Reserve Bank of Dallas would have a reserve of 
about 18 per cent if it had not rediscoimted heavily with other Fed- 
eral reserve banks. The Federal Reserve Bank of Atlanta would have 
a reserve of about 20 per cent. The Federal Reserve Bank of St. 
Louis, which was down to 20 per cent some time ago, has been having 
some liquidation, not so much along agricultural as along manufac- 
turing and jobbing lines, and now has about 35 per cent. 

Senator Norris. These figures that you give show that they are all 
in good condition, as I understand it. Would it not be possible — I 
want you to understand I do not say it should be done. I want to 
get what could be done if it was the proper course to pursue under 
the law; would it not be possible for the Federal Reserve Board to 
take such action by whicn all these banks would be permitted to 
rediscount, iji addition to what they have now, of farmers' paper, so 
that they might hold at least a portion of the crops they have on 
hand now that have been produced at a loss, until there is a more 
favorable market ? 

Mr. Harding. Senator, I have never heard a complaint from a 
member bank that it was being denied accommodations. 

Senator Norris. I think some of them are now; at least that is 
what they say. 

Mr. Harding. I think the member bank in some cases feels that it 
has gone about as far as it cares to go; it does not care to have its 
name on any more paper. 

Senator Norris. Can they rediscount more than they have now? 

Mr. Harding. The law does not impose a limit. 

Senator Norris. But they have to get the corsent of the people 
above them before they can rediscount. What I want to know is, 
are the member banks now permitted to rediscount more farmers' 
paper? 

Mr. Harding. Certainly, they are. 

Senator Norris. They woula ? 

Mr. Harding. Possiblv some of them have gone about as far as 
the limits of safety would justify. But you would be interested in 
knowing that even in your district, which seems to be one from 
which considerable complaint comes, there are 1,100 member banks, 
and many of them do not owe the Federal reserve bank anything. 

Senator Norris. I think they should be given to understand that 
they are a part of the system and they are not doing their part. 

Mr. Harding. I think it has been called to their attention repeat- 
edly, but it is the old story of leading the horse to water; what are 
you going to do about it if he will not drink ? 

Representative Tincher. I know a member bank in the Kansas 
City district — this is partly hearsay — that has issued notice to 
creditors that between now and January 1 they must reduce their 
loans by 25 per cent. There is no such disposition on the part of the 
bank at Kansas City that they must do that ? 
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Mr. Harding. Absolutely none. 

Representative Byrnes of South Carolina. Has your attention 
been called to a recent issue of the Manufacturers' Record, a copy of 
which was sent, I suppose, to every member of the House and Senate, 
which shows on the first page the instructions from the Federal 
Reserve Board to the banks to curtail credit ? My memory is there 
are several bulletins, and it would create the impression that they 
must curtail credits. 

Mr. Harding. I have not seen that. 

Representative Byrnes of South Carolina. Well, were such bul- 
letins ever issued ? 

Mr. Harding. They are some disconnected extracts. 

Representative Byrnes of South Carolina. They are extracts; yes. 

Mr. Harding. Yes. We had a conference here on the 8th of May 
last, when the situation seemed to be getting out of hand. We haa 
raised the rates as high as we wanted to go. There was indisposition 
on the part of the agricultural interests to sell their products, either 
because they thought they were going higher or because of the rail- 
road situation. Tnere was no selling movement to amount to any- 
thing, and there seemed to be a revival of the borrowing spirit, and 
we did not want this to resume the pace it had gone before, because 
we had to prepare for crop moving in the fall. A conference was 
held between tne board and the Federal Advisory Council, which is 
a statutory body authorized to advise the board on general con- 
ditions, and class A directors of the Federal reserve banks. A care- 
fully prepared statement was read to that conference, which was 
afterwards made public. 

That statement if read from one end to the other, contains nothing 
that anyone can take exception to. It merely called attention to certain 
facts which existed and to certain dangerous tendencies. It called 
attention to the necessity for providing funds to move the crop in' 
the fall, and it pointed out that if the extension of credit should 
proceed at the rate it had gone for a few months preceding, the 
Federal reserve system would be unable to function effectively, and 
a great many banks might be obliged to restrict necessary credits. 
Banks generally were cautioned to pursue a more careful policy in 
extending credits and were asked to look over their loans to see 
what purpose they were for; whether they were for speculative 

Emposes, for the holding of commodities which could and Ought to 
e sold. The statement was very moderate in tone. It pointed 
out that in some cases it might be necessary for a bank to pay some 
attention to the essentiality of the purpose for which a loan was 
asked, and that in cases where it found it necessary to discriminate 
it should do so, being careful always to take care of the essential 
enterprises of the community and not to do anything that would 
result in any general hardship, but that if it had an opportunity of 
collecting a long-standing loan that it had really no business to 
carry, it ought to do so. Banks were told that in granting new 
accommodations they should favor those that were essential, instead 
of cutting them down and loaning on nonessential propositions. 
As to essential or nonessential loans, we distinctly stated that the 
Federal Reserve Board was not in position to give any advice to 
the banks, but that the individual banker was in better position 
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than anyone else to determine the essential or nonessential character 
of the loans offered to him. 

R^resentative Byrnes of South Carolina. Were those bulletins 
sH prmted ? 

MT, Harding. A statement was given to the press. 

Representative Byrnes of South Carolina. Now, as a result of 
that, the intent of the board certainly seemed to be misunderstood, 
and that the officials were told 

Mr. Harding (interposing). I do not think the intent of the board 
was misunderstood so much as it was deliberately misrepresented. 

Representative Byrnes of South Carolina. Well, the effect of de- 
liberately misrepresenting it was to cause the banks to curtail credits. 
Isn't that the condition to which you have referred in the district in 
which Senator Norris lives — that they received their information from 
the officials, who were deliberately misrepresenting the board ? 

Mr. Harding. I do not think that is true, because the volume is 
greater now than it was last May. 

Senator NoRRis. What do they have to pay ? . You raised the rate, 
did you not? Would not that alone prevent these bankers from 
makingloans ? 

Mr. Harding. I don't think so. 

Senator Norris. Does not the rate have anything to do with it ? 

Mr. Harding. May I ask what the legal rate of interest is in 
Nebraska ? 

Senator Norris. Sevenper cent. 

Mr. Harding. And in Kansas ? 

Representative Tincher. Six per cent. 

Mr. Harding. And in Wyoming ? Nobody here seems to know. 
Are any special contracts authorized out there ? 

Senator Norris. Yes; up to 10 per cent. 

Mr. Harding. The Kansas City district rate is 6 per cent. Any 
bank can borrow an amount equal to one and one-hali times the sum 
of its paid-in tjontribution to the capital of the Federal reserve bank, 
plus its reserve balance at a 6 per cent rate. 

Senator Norris. That is a high rate, is it not; a rediscount rate? 

Mr. Harding. The rediscount rates are relative. It is not a high 
rate. The Bank of England rate is 7 per cent. 

Senator Norris. What was the normal rate, before you increased 
it? 

Mr. Harding. In 1915 we had a 3 per cent rate and did not do any 
business at that rate, because nobody wanted to borrow money. 

Senator Norris. And then you raised it ? 

Mr. Harding. We raised it from time to time, yes, sir. 

Senator Norris. Do you mean to say the banks would not pay 
3 per cent but were glad to pay more ? • 

Mr. Harding. I do not know how glad they are, but in 1915, they 
had no occasion to borrow money; they did not want to borrow 
money at any price. 

Senator Norris. It was not a question of rates then; they did not 
need the money ? 

Mr. Harding. I do not think the rate cuts much figure in re- 
straining a bank which is obliged to borrow, but prevents others 
from overlending merely for the sake of profit. 
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Senator Norris. Is not the power ^ven to the Federal Reserve 
Board particularly with a view of having them curtail their credits ? 
Is not that the real object of it ? 

Mr. Harding. The acr says, in section 14, that the Federal re- 
serve banks may establish, from time to time, rediscount rates, sub- 
ject to the review and determination of the Federal Reserve Board, 
which rates shall be fixed with a view to accommodating commerce 
and business. In section 13 there is a provision defining what kind 
of paper may be eligible for rediscount by Federal reserve banks. 
Broadly speaking, a provision is made for the eligibility of 'bills and 
notes which are issued or drawn, or the proceeds of which have been 
used or are to be used for agriculturaJ, commercial, or industrial 
industrial purposes. It goes on to say, however, that nothing in this 
act contained shall be construed as preventing the discount of such 
paper, defined as eli^ble above, and that notes issued or drawn for 
tlie purpose of carrying merely investments, or issued or drawn for 
the purpose of buying or trading in stocks, bonds, or other invest- 
ment securities, except bonds and notes of the Government of the 
United States shall not be eUgible for rediscount by a Federal re- 
fierve bank. That is something that complicates the whole situa- 
tion. At the time that' act was passed the United States had a 
debt of somethiujg less than a billion dollars, and most of that was 
pledged as security for national bank notes. Now, since the war, 
the United States has a total indebtedness of approximately $25,000,- 
000,000. and every bond, note, and certificate issued by the Gov- 
ernment in borrowing that vast amount is acceptable as security 
for notes running as long as 90 days, or as security for member 
banks' notes running not longer than 15 days, and notes so secured 
are eligible for rediscount at a Federal reserve bank. 

Now, you can see what would happen if we were to attempt to 
put in any artificial rate. Federal reserve bank discount rates 
must be based upon the current rates for credit. The experience 
of the Bank of England has been that it must always fix the official 
bank rates slightly higher than the current rate. That is the case 
over there to-day. The official rate of the Bank of England is 7 per 
cent-, and the current rate is about 5J per cent. 

The Federal Reserve Board adopted a policy in order to assist in 
the war financing which was economically unsound. I say this 
frankly. Congress authorized certain loans. It authorized the 
Secretary of the Treasury to determine the rates at which the loans 
should be issued. The Secretary of the Treasury asked the advice of 
experts and then fixed the rates of interest to be borne by the several 
issues of bonds, notes, and certificates. During the time we were 
actually at war, something like $18,000,000,000 of bonds were sold 
to the people, an "amount certainly in excess of the normal invest- 
ment power of the American people in such a short time, and the only 
way in which those loans could oe financed was through the instru- 
mentality of the banks. The only way the banks could undertake 
to do it was to get some assistance from the Federal reserve banks 
and at a low rate. The low rate of interest borne by these bonds was 
fixed with a view of holding down the expenses of the Government 
as far as possible. Anyway, that is something the Federal Reserve 
•Board has no responsibility for. In order to make possible the 
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floating of these bonds we fixed a rate less than their coupon rate. 
Some member banks announced that for a period of six months there 
would be a rate of 4J per cent on notes secured by Government obli- 
gations. The result was there was no loss to subscribing banks 
pending the distribution of the bonds to the public. There were 
successive bond issues. The principal reason why discount rates 
were not increased earlier than they were in 1919 was on account of 
Treasury financing. . 

Representative Lazaro. Would it not be easier for the farmer to 
borrow on his agricultural products from his member bank, if he had 
his products stored in a United States bonded warehouse where his 
proaucts would be weighed and licensed by grades ? 

Mr. Harding. I think it would; yes, sir. 

(And tKereupon the committee took recess until 2.15 o'clock p. m.) 

AFTER RECESS. 

The committee resumed at 2.30 o'clock p. m., pursuant to recess. 

STATEMENT OF HON. WILLIAM P. G. HABDING, GOVEBNOR 
FEDEBAL BESEBVE BOABD, WASHINGTON, D. C. 

Senator Norris. Governor, the secretary of the Farm Mortgage 
Bankers' Association of America, Mr. Edward D. Chassell, 112 West 
Adams Street, Chicago, has a question or two he desires to ask you. 
It might be as well to permit him to do so at this time. 

Mr. Harding. As you may prefer, Mr. Chairman. 

Senator Norris. Mr. Chassell, you may proceed to ask the ques- 
tions ^ou have in mind. 

Mr. Chassell. The questions I wish to ask I will preface by a 
statement, and that is, before recess for lunch you called attention 
to the fact that the increaije in discounts had become so rapid that 
you became afraid that an era of disastrous speculation would arise. 
I believe your statement was that the discoimts from August, 1919, 
until, approximately, the 1st of January increased at an angle of 45°, 
and that at that time you immediately proceeded to call a halt, and 
that 

Mr. Harding. We are not so much interested in speculation as 
such, but we were concerned in maintaining the safety, of the Federal 
reserve banks. We foimd that unless the expansion was checked 
we would soon come to the end of our resources. 

Mr. Chassell. I think that was true, and no one wiU criticize an 
effort to prevent that. Then instructions went out to the banks and 
others to curtail increases at least, and to keep the discounts down, 
and I believe that you said the increases from then to this time have 
been only at the rate of an angle of 2°. That was to prevent specu- 
lation. It was to prevent money going out for a carnival of specu- 
lation. Just before adjourning I imderstood you to say that a 
reasonable amoimt of increase in discoimts at the present time would 
not be objectionable — that many coimtry banks had not discounted 
to their limits. At the present time, or within 120 days, there has 
been suffered by farmers a disastrous depression in farm products. 

Mr. Harding. Since the 1st of August there has been quite an 
appreciable increase in accommodation given by Federal reserve 
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banks. This is natural at this season of the year. We have taken 
care of that. 

Mr. Chassell. At the present time we are up against a disastrous 
situation, which situation is admitted without deoate to exist. In 
meetings I have attended recently farmers have stated that they are 
willing to stand depreciation and loss, but that they object to having 
their products go down 50 per cent when the-articles which they have 
to buy in order to produce their crops have dropped a very trifling 
amoim't. 

Mr. Harding. Well, you know that manufacturers' prices have 
been cut, the wholesalers' prices have been cut. 

Mr. Chassell. Yes, but farmers do not buy from the wholesaler 
or the manufacturer. 

Mr. HAitDiNG. The retailers so far have endeavored to maintain 
prices, I believe, 

Mr. Chassell. The farmer has to buy from the retailer at the ad- 
vanced prices. It will be only a matter of six months or such a matter 
until pnces approximate a general level, and do you think it would be 
disastrous at tnis time if you were to permit that angle of increase to 
go back, say, to 45®, for three montl^ or such a matter, in order to 
take care oi this calamity which threatens agriculture? As far as I 
am concerned I represent the merchant. We are merchants of credit. 
We buy farmers' credit and sell it in the market. 

Mr. Harding. I think, from a banker's viewpoint, any such radical 
increase in credits as you have just suggested, would be regarded as 
a gamble. If it turned out all right we would be considered very 
fine people; if it turned out wrong we would be very justly condemned. 

Mr. Chassell. Of course there is this thing about it, as you stated 
this morning, that a large part of the credit tnat has been carried has 
been bond credit to take care of investments in Grovermnent bonds. 
That was not the original purpose of the Federal reserve banks. 

Mr. HkBDiNG. Loans of Federal reserve banks which are secured 
by Groverament obligations have sharply declined in the last 14 
months. They have gone down from $1,800,000,000 to about 
$1,200,000,000; but the increase in commercial loans has more than 
counterbalanced that reduction. 

Mr. Chassell. That is v^ry true, but the original purpose of the 
act was to take care of production and commerce. At the present 
time agriculture is faced with a disaster as to which the situation 
confronting no other industry is comparable. That is, the situation 
which faces agriculture is so much worse than the conditions which 
face other industries that some immediate and earnest attention 
must be given the matter. 

Mr. Harding. In the law there is pointed out how the needs of 
commerce and agriculture shall be provided for. We can not exceed 
our powers in providing for these needs. 

Mr. Chassell. Don't you think you might materially increase 
rediscounts, or that you might pass the word around among the banks 
that it would be perfectly legitimate to increase, temporarily, 
the amount they may loan to farmers in order to carry their 
stocks until readjustment comes, and thereby have all keep the same 
general price level ? Perhaps the loans mignt not be increased at an 
angle of 45°, but perhaps it might be an angle of 15° or 20°. 
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Mr. Harding; Don't you think the bankers know what their rights 
and powers are already ? 

Mr. Chassell. I was talking to a gentleman in Kansas City a few 
months ago and he told me it was necessary to nay 15 per cent to the 
Federal reserve banks on account of some of their loans; that thej 
had a sliding scale in operation down there, and I understand that is 
one of the reasons they do not increase loans in the Federal reserve 
district. I thought it might be possible to handle that situation 
without running the interest rates up so high. 

Mr. Harding. I recall some figures, back in 1907, when the total 
deposits of national banks were about $5,000,000,000 and the total 
loans were about $4,700,000,000. On the 22d day of August, just a 
few weeks in advance of the panic of 1907, the total bills pavable and 
rediscounts was about $59,000,000, or 1.26 per cent of their total 
loans and discounts. On corresponding dates in 1908, total redis- 
counts and bills payable of all national banks was about $53,200,000, 
or 1 . 1 1 per cent of the total loans and discounts. In September, 1914, 
when we had quite a disturbance in business, at the outbreak of the 
European war — and we had emergency notes out at that time — the 
total borrowed money of all national banks had reached the then 
unprecedented total of $150,000,000, or 2.34 per cent of their total 
loans and discounts. On the 12th of September, 1916, the year 
before we went into war, the total borrowed money of all national 
banks had Reclined to $91,000,000, or 1.16 per cent of their total 
loans and discounts. We entered the war in April, 1917. We had 
the first Liberty loan in June, 1917. On the 11th of September, 1917, 
following the subscription by the banks and the public to the first 
Liberty loan, the total of the borrowed money of aU national banks 
was only 3.09 per cent of their total loans and discounts. In the fall 
of 1918, when we had had two more Liberty loans, the total borrowed 
money of all national banks was equivalent to 12.8 per cent of their 
total loans and discounts. 

In the fall of 1919, after the flotation of the Victory loan, tne total 
borrowed money of all national banks was 13.04 per cent of their 
total loaps and discounts. And on the 8th of September, 1920, after 
a 12-month period, during which there had been no new Government 
ftnancing, but, on the contrary, the total debt of the Government had 
been decreased over $1,000,000,000, the total rediscounts and bills 
payable of all national banks had advanced to 16.8 per cent of th^ir 
botal loans and discounts — a jump from 13.04 per cent to 16.8 per 
3ent, at a time when the Government debt had been reduced, so none 
)f that increase could be attributable to Government financing, but 
:o increase in long-time investments, land purchases, commodity 
loldings, speculative enterprises, and commercial business. 

This is a very significant change. To put it in figures, I want you 
>o compare $59,000,000 of borrowed money of all national banks just 
before the panic of 1907 with $2,299,000,000 of borrowed money of 
ill national banks on the 8 th of this last September. 

Mr. Chassell. That is very true, but there have been economic 
•evolutions in the last 14 years, so that the figures for 1907 as com- 
>ared with the figures of 1920 would not show a fair comparison along 
ihat line without the proper explanations. 

234OT— 20 6 
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Mr. Haeding. You compare the figures of 1920 with the figures of 
1919, and the borrowed money was $1,600,000,000 as compared with 
$2,299,000,000, so there is an $800,000,000 increase in national banks' 
borrowings in one year. 

Mr. Chassell. To get back to the original proposition, isn't it true 
that the ori^al purpose of the Federal reserve banks was to take care 
of commercial business rather than speculative matters or/ invest- 
ments? 

Mr. Harding. The real purpose of a good milch cow is to give mili. 
But if you can not get more milk from a cow then that is vour limit, 
and you can not ^et any more milk from a cow than she is able to give. 
The purpose of tne Federal reserve bafiks is to assist in conamercial, 
industrial, and agricultural enterprises and operations. But you can 
not squeeze more credit out of tne Federal reserve banks than they 
are able to give. 

Mr. Chasssll. Perhaps I misunderstood your statement made 
before l\inch that it would not be against the interest of the Federal 
reserve banks if they loaned more money through more general 
utilization of discount privileges by an increased number of country 
banks. 

Mr. Harding. I would like to ask you a question : I think it has 
been brought out here that there is no market for some agricultural 
staples. For instance, wool and certain grades of cotton. We have 
got another wool cUp coming on next spring. We have no protection 
against the importation of wool from foreign countries. Tliere will 
undoubtedly be some more cotton produced next year. The market 
for low grades of cotton is closed. Germany is the principal market 
for low grades of cotton. A certain proportion of the cotton, no 
matter how carefully the crop is harvested, is always low-grade. 
Suppose the Federal reserve banks should encourage member banks 
to increase their loans and encourage member barms to come along 
and increase their rediscount accommodations with the Federal re- 
serve banks, and we have another accumulation of wool and cotton \ 
Suppose there should be another large corn and wheat crop. "We 
now have an exportable surplus accumulated. Then what is our 
position going to be next fall? 

Mr. C^vssELL. WeU, I will be glad to answer that for you in a 
moment, but I prefer not to be diverted from my question at this 
time. I understood before lunch that the cow, to use your illustration, 
was still able to give milk but that the country banks were not asking 
for the milk, ^ow, my question is whether or not if the country 
banks ware encouraged to ask for that milk, how much you would find 
it perfectly legitimate and reasonable to give them ? 

Mr. Harding. There are a number of country banks that have only 
to apply for Federal reserve bank accommodation in order to get it. 
But tney have not applied for it. 

Mr. Chassell. That is just what I want to get at. This situation as 
far as agriculture is concerned is actually luce it was at San Fran- 
cisco after the big disaster — ^it is a peculiar and unusual condition. 
If you have the money, then the situation is the same as the cow that 
could give milk, but does not do so. ^ 

Mr. Harding. I do not think the Federal reserve banks are in a 
position to pick out a bank and say: '* You have not borrowed any 
money from us. 'Come along and borrow some." The bank might 



REVIVING THE ACTIVITIES OF WAR FINAKOE CORPORATION.- 67 

say: ''We do not need any." And then perhaps you would have the 
Federal reserve bank say: '*Then you must make loans, so as to 
borrow some." 

Mr. Chassell. Have not some banks in some localities reduced 
their loans ? 

Mr. Harding. I do not think so. I have not seen any indication 
of it, except in New York City. 

The sliding scale of interest does not seem to be very well under- 
stood. The Federal reserve banks which have not adopted the sliding 
scale of interest have adopted a flat rate. For instance, the New YorE 
bank has the same rate of interest as the bank of England, 7 per cent. 
In Minneapolis they have not the sliding scale, but have a rate of 7 
per cent. In Kansas City and St. Louis and Dallas they have the 
sliding scale, with 6 per cent as the basis, and then 6^ per cent and 7 
per cent and 7^ per cent and 8 per cent and 8^ per cent, and so on. 

Representative Tincher. Let me ask you right there, how high do 
you go ? 

Mr. Harding. The sliding scale only applies to the excess, and the 
average rate charged any bank, as far as mv information goes, does 
not exceed the local contract rate that bank is able to get for its loans. 

Mr. Cela^ssell. Have not some of the banks paid as high as 15 
per cent ? 

Mr. Harding. As a top notch; yes. But you must take the aver- 
age. Take the Kansas City district, with the sliding scale, and apply 
it to all banks that are borrowers and the rate charged by the Kansas 
City bank is not as high as 7 per cent — it is shout 6^ per cent, the'gen- 
eral average all the way through. 

Mr. Chassell. It was a Kansas City banker who was objecting to 
paying 15 per cent, or 15^ per cent, 1 forget which rate he specified 

Mr. Harding. I might say that the law prescribes that these dis- 
count rates shall be initiated by the directors of the Federal reserve 
banks. Quoting from subsection (d) section 14, from memory, each 
Federal reserve bank shall have the power as described in subsections 
W, (b), (c), and then you get down to (d), to establish rates of dis- 
count to be charged on separate classes of paper, subject to the de- 
termination and approval of the Federal Ileserve Board the rates 
)f discount being charged being adjusted to the requirements of 
commerce and business. The Federal Reserve Bank oi Kansas City 
las nine directors, three of whom are appointed by the Federal 
Reserve Board, and the other six elected oy the member banks of 
)hat district. For instance, you have on the board of directors of 
hat bank, selected by the banks of the district, Mr. Mitchell, presi- 
lent of the Denver National Bank, Denver, Colo. ; Mr. Gibson, who 
s a business man, I think, of Muskogee, Okla., but resides the most 
)f the time in Kansas City; ex-Gov. Bailey, of Atchison, Kans., a 
)anker; Mr. Burnham, of Norfolk, Nebr. ; Mr. Byrne, of Omaha, 
^ebr., and Mr. McClure, who is in the cattle business in Kansas City. » 
^Ve have had a few letters from Kansas City complaining of the pro- 
gressive rate, and we have called attention of the writers to the law, 
ind said that if the rate was objectionable to take it up with the 
lirectors of the Federal Reserve Bank of Kansas City, and that any 
ecommendation made to the board by the Kansas CSty directors for 
t change of the rate would immediately be given consideration; but 
far we have had no recommendation. 
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Mr. Chassell. I draw the conclusion from the tenor of your r^ 
marks that it would be all right for me to send out word to a few 
hundred of our correspondents that the Federal Reserve Board has 
no objections to local banks discounting more agricultural paper for 
a reasonable length of time if their present amount discounted is not 
in excess of their credit limitation ? 

Mr. Hardino. I do not want to do anything that mi^ht embarrass 
the directors of the Federal Reserve Bank of Kansas City in working 
out the difficult problems confronting them. I have been in frequent 
correspondence with the officials of that bank, and they assure me 
that they are doing their best to meet the requirements of their 
district. They can only do that by calling on other reserve bank 
for help. 

Here is the situation: A year ago when the agricultural districts 
were booming and there was a big demand for cotton and all agri- 
cultural products, and the manufacturing industries of the country, 
which are located to a considerable extent along the northeastern 
Atlantic seaboard, were also very busy filling orders, the pressure in 
Boston, Philadelphia, and New i ork was tremendous. New York, 
of course, occupies a rather unique position being the Nation's 
financial center, the pressure there is constant, for when manu- 
facturers and the big merchants do not want money at a particular 
time somebody else does. 

You can see that when wool was selling for 75 cents a pound and 
cotton $225 a bale, it took a good deal of money to finance the New 
En^and textile industries. About a year ago the Federal reserve 
bank at Boston had depleted its normal reserves and was calling on 
other Federal reserve banks for assistance. It had borrowed, if I 
remember correctly, on the 1st of December, 1919, $75,000,000. It 
borrowed that money from Dallas and from Ricnmond and from 
Atlanta and from St. Louis. But now the manufacturing business in 
the Boston section has slackened and with a light demand locally they 
have accumulated quite a large reserve, runmng about as high as 60 

Eer cent, and they are able to rediscount for other Federal reserve 
anks in districts where the demand is heavy. Philadelphia for a 
Eeriod of 12 months was constantly indebted to other Federal reserve 
anks in an amount ranging from $40,000,000 to $50,000,000, and it 
had borrowed money from the Federal reserve banks in the agricul- 
tural sections. But last May the manufacturing and jobbing busi- 
ness slowed down, so that there was less local demand for monev, and 
Philadelphia is now loaning about $40,000,000 to other reserve tanks. 
The Cleveland district is rather a unioue district. That district 
embraces the big cities of Cleveland, Pittsourgh, and Cincinnati, and 
there is quite a diversification of industry. In Kentuckf there is 
tobacco, and in Ohio there are farming interests, and all of the various 
manufacturing enterprises, like steel mills in Youngstown and the 
Mahoning Valley and the big concerns around Clevdand, as well as 
the steel mills in Pittsbiurgh. But the local demand in the Cleveland 
district for money has so fallen off now that Cleveland sometimes ad- 
vances as much as $140,000,000 to other Federal reserve banks. In 
other words, to-day Cleveland is lending twice as much money in- 
directly to banks in other Federal reserve districts as to its own mem- 
ber banks. 
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Suppose the situation should change ? Suppose there should be a 
demand for money in Boston, Philadelphia, or Cleveland ? Suppose 
there should be a withdrawal of member banks' deposits reqmring 
the extension of larger accommodations to the banks in these three 
districts ? Then Boston, Philadelphia, and Cleveland would have to 
call upon the western and southern banks to pay back some or all of 
the money they have borrowed of them. We have always got to 
regard the Federal reserve bank situation not altogether with refer- 
ence to the 12 banks of the system as a whole but from the stand- 
point of their individual position; because the Federal rescS^e svstem 
IS not a central banking system. We have not simply one bank, but 
12 independent units, each bank independent of the other banks, 
althoum under the Federal Reserve Board as the governing body. 

The Federal Reserve Bank of Kansas City has a reserve on its 
own basis of about 18 per cent, Minneapolis slightly under that, and 
DaUas about 18 per cent. That does not give them very much 
lending power because their reserves are small as compared with 
banks lite Cleveland, Chicago, Boston, New York, which are the 
larger banks of the system, and the loaning of a few millions of 
dollars more would entirely exhaust the reserves of these smaller 
banks. They woidd have no reserves to fall back upon, and would 
have to depend upon the resources of the other reserve banks for 
their existence. 

Senator Norris. It seems to me that this loaning back and forth 
from one bank to another is really in accordance with the intent of 
the Federal reserve act. 

Mr. Harding. Section 11 provides that any Federal reserve bank 
may rediscount with another Federal reserve bank, but it must be 
done under an aflBrmative vote of five members of the Federal 
Reserve Board. 

Senator Norris; And"that"has been done by the eastern banks 
when they have had great demand for money, have borrowed a 
whole lot of money from other banks. Now, from Dallas, Kansas 
City, Minneapohs, comes a demand from the agricultural commmii- 
ties. Wouldn't it be carrying out the spirit of the act to let them 
get money from these other banks ? * 

Mr. Harding. It is only a question of arithmetic. We do not 
have to run into very large figures when we see that the reserves 
of three or four Federal reserve banks would disappear entirely. 
As a matter of fact, early in 1919 there was so much cotton carried 
over in the DaUas district that the independent reserves of that 
bank were entirely wiped out; for a period of four weeks they had 
no independent reserve whatever; they were dependent upon their 
borrowings from other banks. 

Senator Norris. I suppose that came about because they were 
carrying the agriculturists of that commimity, and that was their 
duty. 

Mr. Harding. The lending power of a Federal reserve bank is 
based upon its gold reserve in ^ood finance. If you want to go 
upon a paper basis it is only limited by the ability to print paper 
money. But the board is not going to be^ut in the attitude of 
throwing this couuitry off the gold basis. We carried on the war 
without going off the gold basis, and we had every form of our cur- 
rency redeemable in sold and as good as gold. Of course, it is a 
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matter in the discretion of Congress. If you want to consider going 
off the gold basis and going on to a paper basis, that is up to you 
gentlemen. 

Senator Norris. I can not see how it has a tendency to do that. 
When you say Philadelphia and other eastern reserve banks were 
borrowing from western reserve banks, there was no tendency to 
go off the gold basis. 

Mr. Harding. Suppose a situation should arise where aU of the 
banks needed money at the same time ? 

Senator Morris. But that is a condition that does not exist. 
We would have to meet it when we got to it. 

Mr. Harding. It is not an impossible condition. We have had a 
situation in the last three months where as many as eight of the 
Federal reserve banks were borrowing from other Federal reserve 
banks at the same time, and only three were able to respond. 

Senator Norris. Suppose when Philadelphia wanted to* borrow 
you had said: You can not do it because tnese other banks might 
need the money. 

Mr. Harding. What I mean is that should we encourage the gen- 
eral policy everywhere for everybody to borrow all the money they 
want to borrow, without reference to the reserves, and depleted the 
reserves of the entire section, where would we be ? 

Senator Norris. No ; I do not think anybody is asking that that 
should be done. Mr. Eugene Meyer, jr., of New York, former 
managing director of the War Finance Corporation, wishes to ask you 
some questions. Mr. Meyer may now proceed. 

Mr. Meyer. Grov. Harding, you were managing director of the War 
Finance Corporation until the spring of 1919, and were a director 
thereof for quite a while thereafter, were you not ? 

Mr. Harding. Yes. 

Mr. Meyer. I would just like to ask you some questions in con- 
nection with the general financial situation of the country and the 
possibiUties and usefulness of the War Finance Corporation. You 
stated this morning that the troubles we have been discussing in a 
general way did not come so much from borrowing aa from the fact 
that^the debt now existing on goods that can not be liquidated puts 
the borrowers in a position where they can not pay off those debts 
in the reasonable and normal way. The important thing therefore 
in your judgment is the matter of marketing of goods rather than an 
increase in the loaning facilities^ I infer. Is that right ? 

Mr. Harding. I think so. Let me say right here that in 1914 
there was a situation which I think Senator Heflin will recall very 
well, when the trouble was confined mainly to cotton; cotton went 
down to practically where there was no market for it. It was not 
salable at 5 or 6 cents a pound. Nobody seemed to want it, and 
there was no way to get it out of the country, and we heard a great 
deal of calamity talk all that fall. Times undoubtedly were very 
serious in the cotton section. There was a great demand for loans. 
At that time the Federal reserve banks had not been organized, so 
that there was nothing that they could do; and emergency notes had 
been issued under the Aldrich- Vreeland Act, which had bfeen resorted 
to, and although there were only $386,000,000 out at one time, which 
looks like a mere bagatelle now, yet there was a great demand for 
additional credit. The farmer could not sell his cotton and it was 
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said there must be some way devised to help him to carry it. Then 
there was a plan worked out to organize a cotton loan fund of $100,- 
000,000. It took some little time to work that out and get sub- 
scriptions available. While that was being worked out we were 
told that the demand was not so much for money for loans, but that 
what the farmer wanted was a market for his cotton. Anyhow, 
plans were carried out, and the announcement was made about this 
time of the year in 1914, that the cotton loan fund was ready to make 
loans. The applications for loans from that fund were less than 
830,000, and the total loans made were only about $18,000. This, 
indicated very clearly that, after all, the demand from the southern 
cotton farmer was not so much for additional loans as it was for a 
market for his cotton. He had the place to get the money, but he 
did not care to avail himself of the relief offered by the cotton loan 
fund. 

But a little later on relief came in the way of a greater demand for 
cotton, and in 1915 we got on a fairly goocl' basis in that respect, in 
which condition we remained until recently. 

Mr. Meyer. That is a very interesting incident, because it showed 
how much harm can be done by a temporary collapse, and how good 
it is, even if the collapse is temporary, to do something to mitigate 
the intensity of the situation. 

Mr. Harding. I think that is pretty good evidence that there was 
no real demand for new loans. 

Mr. Meyer. But by that time the most of the producers had been 
frozen out of their cotton. The most of it had been sold to specu- 
lators, and they got the money. I can not see that the example of 
1914 is a perfect illustration of the course of events, or proof that 
everything was done in a good way. 

Mr. Harding. I think the staying powers of the cotton farmer are 
about as good as those of anybody else. 

Representative Heflin. I want to say that those farmers were 
very much hurt that fall by the low price of cotton and the inability 
to reach the market; they suffered a good deal. 

Mr. Harding'. They managed to recover within a few years. 

Representative Heflin. It took them a few years to recover; 
there is no doubt about that. 

Mr. Meyer. You spoke this morning of the prospective value of 
the Edge law bank. In New Orleans they are considering the 
organization of a cotton export corporation, and a $100,000,000 com- 
pany is being discussed in Chicago for -next year. The Secretarjr of 
the Treasury looks upon them as a solution by private genius. 
Would it be helpful in this way : If they can sell their own securities 
to investors on a business basis, and can sell cotton and other farm 
products to markets that can not buy for cash, in that way the pro- 
ducer will still have his goods and pay off the small banks, and the 
small banks will pay off the larger banks? 

Mr. Harding, if those concerns can find a market for their securi- 
ties it would help. 

Mr. Meyer. I just wanted to discuss the method of it. And then 
the larger banks in the central cities would be able to reduce the 
obligations they have to the Federal reserve banks. So that a million 
dollars, we will say, of goods will be exported tiiat would not other- 
wise be exported, and that would mean a relief of how much ? 
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Mr. ILlrding. I think it mi^t pay off $4,000,000 or $5,000,000 
of debt. 

Mr. Meter. That is exactly what I wanted to know. It may 
interest you to know, Grov. ftarding, in connection with this New 
Orleans cotton export corporation, which is being financed for 
$6,000,000, with an authorized capital of $12,000,000, that it has all 
been subscribed. It has not gotten organized effectiTely and in 
operation yet, but the presidents of some of the banks, testifying 
b^ore a Senatorial committee in public session at New Orleans, 
stated that if the War Finance Corporation had continued to func- 
tion this oiganization to export cotton would ha^e been organized 
loi^ a^ and po'haps seTeral others. 

Mr. Elikdotg. I ao not know about that. 

Mr. Metee. I am telling you about it. 

Mr. Haejmitg. I am rather inclined to doubt it. 

Mr. Metes. One of the men testifying, Mr. Hecht, is the leading 
spirit in this institution you look hopefuSy forward to. 

Mr. Harding. You have heard the storv of the Arkansas traveler, 
of course. A man went down and saw the cabin of a native which 
had a hole in the roof, and it was raining like the mischief, and the 
water pouring in. He asked the inhabitant of the cabin, '^Why 
don^t you fix your roof T' The inhabitant said, ''I can't, it is rain- 
ing.^' This man passed through there again and the sun was shining. 
Noticing that the hole was stifl in the roof, he asked 'Why don t you 
fix your roof?" The inhabitant replied, '*I don't need to: it isn't 
raining.' ' 

Representative Heelix. But now it is raining on the farmer all 
over the South, and in the West, too. 

Mr. Hardotg. Yes. I want to say that I went to Memphis in 
April, 1919, and I pointed out to a convention there the dai^ers of 
this situation. I triought I foresaw a trying situation coming on, 
and I was rather apprehensive about it last fall, but rather nussed 
my guess then, but it has come up now even stronger that I antici- 
pate. I suggested at Memphis the advisability of organizing a 
$100,000,000 company to finance cotton. I pointed^out that if the 
large importers, tne men interested in exporting the cotton, raw or 
manufactured, did not take an interest in this matter nobody else 
was going to pay any particular attention to it; that unless the 
cotton men themselves took the matter up nobody else would. At 
that time the War Finance Corporation was functioning, but I 
pointed out that if they would go ahead it would be a good thing. 
Th^ discussed the plan for two or three months and then dropped it. 

Mr. Meyer. Yes, you and I pointed out that if they would do that 
it would be a good tnin^. And I want to point out to you that Mr. 
Claiborne's contention is that if the War Finance Corporation had 
been functioning this would have been done 18 months ago. 

Mr. Hakdtng. I agree with you that the bankers were slow a year 
ago, btit in May, when the War Finance Corporation suspended, the 
b^nk^rs were considering the formation of sev^td different Edge Act 
corporations. And I may say this, that the Edg^e law was only 
passed in February of this year, and the Edge law is the law under 
which the corporations you refer to are to be organized. That was 
three months before the War Finance Corporation suspended opera- 

tkMDS. 
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Mr. Meyer. But the one that was to be formed was with the 
understanding that we would help them if they formed it. They 
have done nothing. The head organizer of this*^ $6,000,000 bank is 
strongly in favor of the War Finance Corporation, and goes on to 
say that it would be manv times more helpful and they could act 
more promptly if they had. the War Finance Corporation's coopera- 
tion. As to this other corporation we are locking to hopefully, tUe 
principal man concerned in that idea has made the same statement 
to me privately, although it was not made before a Senate committee. 

Mr. TiNCHER. Who is he ? 

Mr. Meyer. I would rather not mention his name because I am 
not authorized so to do, but he is one of the leading spirits in that 
corporation. 

If the War Finance Corporation could assist in the exportation 
of $250,000,000 or $300,000,000 or $500,000,000, s.ay, of additional 
exports, whatever the exports may be, if that much more could be 
added, on a sound basis, and we had $100,000,000 of obligations from 
soimd concerns, some of them through new corporations to be formed, 
your idea is, taking the same ratio, four or five times that amoimt, 
that would liquidate $2,500,000,000 of credit now frozen in this 
country. Wouldn't that add the biggest thing you could do to reUeve 
the whole situation in this country in the matter of credit strain? 
That is what I want to know. 

Mr. Harding. I think undoubtedly it would relieve the banks a 
good deal. 

Mr. Meyer. Wouldn't it relieve the congestion in trade and 
commerce that is hanging so heavily on business ? 

Mr. Harding. It would do it at least in a temporary way. But 
have you considered the other end of it ? 

Mr. Meyer. What other end of it ? 

Mr. Harding. Where you may get off. You might say that if 
we had the $10,000,000,000 we have already advanced to Europe, 
the situation would be reUeved. But I imderstand we are not even 
getting interest on that. 

Mr. Meyer. You are famiUar with the operations of the War 
Finance Corporation in connection with foreign trade, and you do 
not expect the corporation will lose5 cents on its loans, do you ? 

Mr. Harding. 1 do not know about that. 

Mr. Meyer. I will say that it will. not. Every debt has been 
paid at maturity. There will be no losses, although there may be 
some delay. 

This railroad congestion last spring had something to do with 
increasing the volume of loans, in your opinion, didn't it? 

Mr. Harding. It was given as a cause, yes. You see ordinarily 
in the month of January and February there is a good deal of natural 
and volimtary liquidation resulting from the sale of agricultural 
products which come on to market the previous autumn. The 
trouble last spring was that liquidation stopped in the middle of 
January. Loans were on an ascending angle in November, and 
then we got off the peak a little imtil the middle of January, and 
then they' went up again. 

Mr. Meyer. The railroad congestion had a good deal to do with the 
marketing of farm products, and also held up high prices, which 
everybody is condemning, and meanwhile, while high prices were in 
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effect in this country, Australian and Argentine wheat was marketed, 
because they were shipping in ships where there was no congestion. 
Therefore the farmers of this country are suff'ering from an unparal- 
leled condition — the interest rate and difficulty in getting loans, Id 
spite of the price collapse, stand at the top. Therefore your problem 
is an orderly marketing of products, and anytliing that will assist in 
an orderly way in the piarKeting of American products will mean a 
great deal in relieving the stram on the banks. Isn't that true? 
U^ pause without reply.] I tliink it is true. 

Senator Ken yon. What do you say about it, Gov. Harding, do 
you say anything ? 

Mr. Meyer. I mean anything in an orderly way and on a sound 
basis. 

Mr. Harding. Yes. 

Senator BIenyon. The witness ought to answer the question. 

Mr. Meyer. I waited for the answer, but the answer did not come. 

Mr. Harding. I did not quite understand that it was a question 
but rather thought it was an observation or an argument. 

Mr. Meyer, i intended it as a question, and put the question at 
the end of the statement. 

The Secretary of the Treasury said if the War Finance Corporation 
was resumed everybody would be on the same basis. C« course, 
everybody would be on the same basis, taking the circumstances into 
consideration. 

Mr. Harding. Everbody would be on the same basis as far as the 
right to make application is concerned. 

Mr. Meyer. But you will remember that we refused to make any 
loans 

Mr. Harding (interposing). That is, everbody is on the same basis 
of having the right to go to a commercial bank and make application 
for a loan, but that is no sign that everybody would be accommodated. 

Mr. Meyer. But the board was pursuing a policy that was wise 
and intelligent at the time. 

Mr. Harding. You and I served together on the War Finance Cor- 
poration, and we considered a great many applications that were 
turned down. That a man made application for a loan was no 
evidence that he would get the loan. He had to show that he came 
within the purview of the act and had satisfactory security. 

Mr. Meyer. You will remember that we always refused to finance 
any exports to China or Japan, and even this spring, in excess, when 
we were considering loans. 

Mr. Harding. I do not know about this spring because I left the 
corporation in February. 

Mr. Meyer. Well, we did, as a matter of fact. 

The Secretary of the Treasury stated this morning that the 
Treasury should not be asked to take securities that business men 
will not take. It is your understanding, of course, as it is mine, 
and as it is considerea under the law, that the securities sought to 
be taken, have to be taken by the business man before the business 
man can take it to the War Finance Corporation. In other words, 
the securities that the War Finance Corporation took were the 
securities of the business man himself, I mean, the securities that 
the business man himself had taken, plus his own obligation. 
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Mr. Harding. I think the Secretary pointed out that accommo- 
dation would be given only to the exporter and not to the man 
primarily interested. 

Mr. Meyer. The point is that the Secretary says the Treasury 
should not be asked to take anythmg a business man would not 
take. As the War Finance Corporation only made loans to business 
men, it would not be asked to take securities that a business man 
did not take, plus the obligation of the business man or banker. 
The fact is that the price decline has not produced deflation m the 
total loans of the banking system of the coimtry. And what is 
now needed is marketing of goods. And it would appear that 
anything which is sound and safe, anything which private enterprise 
can do, would be helpful in liquidating the total loan account, and 
that the marketing of a million dollars of indebtedness from the 
original producer would liquidate four or five times that amount 
when translated up through the system. 

Mr. Harding. I think we are in substantial agreement on that. 

Mr. Meyer. The figure of $4,000,000,000 of suspended indebted- 
ness between the United States and Europe, and I have seen those 
figures ; what do vou think of their reliability ? 

Mr. Harding, t do not know. 

Mr. Meyer. Have you any confidence in them as being a correct 
reflection of conditions ? 

Mr, Harding. I have seen nothing to prove them. 

Mr. Meyer. Nor have T. 

Senator France. The Chase National Bank gave out a statement 
to the effect that it was about $3,500,000,000. Ordinarily a state- 
ment of the Chase National Bank is worthy of consideration. 

Mr. Meyer. The Chase National Bank did not give out the state- 
ment. They published an article in one of their bulletins. "^ 

Mr. Harding. I do not know how so large a vohmie of exports 
has been financed. Take the exports for October, they are surpris- 
ingly large, and I do not know how they have been financed. I 
have been told that thev have been financed on short bills, and 
then I have asked: ^'Were the bills paid at maturity ?'' I do not 
know whether they are paid by passing them along to somebody 
else and let that somebody else carry the load awhile, and then pass 
it on around the table, or how. Of course, the only w^ay Europe can 
pay us just now is in goods or services — imless we make some loans 
or investments over there. There is another way that may have 
been overlooked: It may be that some of the nationals of Central 
European coimtries who have emigrated to this country are making 
remittances home, and it may be possible that those remittances 
have been used. 

Mr. Meyer. Exports of cotton in 1917 were $600,000,000 and in 
1919 $1,137,000,000. But while dollar exports of com-se are inter- 
esting, yet bales are even more interesting. Exports in 1913 of bales 
of cotton, especially sea-island and linters, were 8,585,000 bales, and 
in 1919 they were 2,000,000 bales less, which is a more indicative 
figure than mere dollar value. 

Mr. Harding. It is more significant, but if you have any figures to 
show what the exports of cotton are as of August 1 of this year or the 
year before they might be interesting. 
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Mr. Meyer. I have figures for from September 4 to November 27, 
the first 12 weeks of the new season, and the total this year in bales is 
about the same as last year. Of course the dollar value would be 
very much less. 

Mr. Harding. The Department of Commerce gave out a statement 
which, if printed correctly — I saw it in the newspapers — ^would indi- 
cate that during October, 1920, the value was a httle bit greater than 
the value of the cotton exported in 1919. 

Mr. Meyer. That is correct. But the exports of cotton in the 
month of November, for four weeks of that month, are 250,000 bales 
less than last year, and the price being very much more the dollar 
value would be very materially lower. The fact is that the relative 
exports of cotton shows a mailed decline for the last few weeks, both 
in dollars and in bales. 

That is aU I wish to ask, Mr. Chairman. 

Senator Norris. Gov. Harding, we are particularly anxious, if you 
can help. us, to reach some method by which we may relieve the 
present condition of producers of foodstuffs. Can you suggest any- 
thing that can be done to reheve the situation ? In your judgment, is 
there anything that can be done ? 

Mr. Harding. Do you mean by congressional action ? 

Senator Norris. By any action. And that would mean, whether 
Congress can do anything or one of the executive departments, or your 
board, or anybody else can do anything. 

Mr. Harding. As far as the board is concerned, I think I have 
suggested the only means of relief we know, which is to try to aUay the 
feelmg of extreme alarm and let the people know that the banks will 
be reasonable with them, and that ii thev will do the best they can 
the banks will reciprocate by doing the best they can and ease the 
situation along. Of course the Congress, acting on behalf of the 
people, can do whatever it thinks best in its wisdom. I tliink if you 
wanted to put the pubUc treasury back of the whole proposition you 
would give temporary reUef , but as to the permanent effectiveness of 
the thing, that is a matter you would have to consider. 
. Then there is another thing to consider, if I may suggest it — it 
seems to me — if you are talking about legislation — ^if 1 were a member 
of the Congress I would not only consider the existing emergency 
itself, which is a great one, but 1 would consider the effect oi any 
action taken at tms time on the situation which might exist a year 
from now, or two years from now, and satisfy myself thoroughly that 
the proposed reliei would be effective and permanent and that there 
would be no hkelihood of a repetition of the same conditions another 
season; for, after all, there is a limit to what the people of the United 
States as a whole can do. 

Senator Norris. It is fair to assume that another season could not 
get us into this condition, because the farmers and stock raisers will 
not then be confronted with the high cost of production that they 
have been confronted with. They are confronted by the fact that 
they have produced a big crop imder a system of the highest cost 
that ever prevaUed anywhere in the world, 

Mr. Harding. You do not contemplate, I presume, any measure 
of relief that would be so very effective that would inspire the farmer 
with the idea '^Now is the time to coifte on and get even. We may 
have to take a loss on this cron. but probably the cost of producing 
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the crop next year will be less, but get us out of this emergency, and 
if necessary we will come back for more help next year.'' 

Senator Kenyon. Do you think the farmer better produce less ? 
Is that a remedy ? Should he work shorter hours and have less pro- 
duction the coming year ? That may be the remedy he will resort to. 

Mr. Harding. It is quite likely he may adopt that plan. 

Senator Norris. It looks now as if -he would be compelled to do so. 
Would we be justified in reaching the conclusion and making it public 
that the Federal Reserve Board has no intention of curtailing any 
loans that have been made to farmers or producers of cotton or 
foodstuffs ? 

Mr. Harding. The Federal Reserve Board does not make any 
direct loans to farmers or to those in any other industry. 

Senator Norris. I understand that they do not, but those loans 
reach the Federal reserve banks, and I want to know if we would 
be justified in making public such a statement. 

Mr. Harding. It is the member and nonmember banks that makes 
the loan. I do not know what the intention of the banks is. They 
may be willing to carry some loans along and others they will call. 

Senator Norris. That does not reach the question. 

Mr. Harding. The Federal Reserve Board has announced and 
insisted ever since its annual report of 1919 that it was not seeking 
any drastic deflations; that it was not deflating for the sake of de- 
flating; that it assumed no jurisdiction over prices; that its policies 
and rates were not made with a view to affecting prices one way or 
another^ and that it was merely trying to maintam a safe banking 
system in this country. It follows m tne present situation that you 
are not maintaining a safe banking situation if you force debtors into 
bankruptcy and have the banks carrying a lot of dead loans. I think 
the banking sentiment all over the country is that the banks are»only 
and quite naturally anxious to get themselves in a safer position. 
They realize that credits in the degree granted last year possilbly were 
not warranted and that more credits were granted probably than they 
themselves should have granted and even more tnan the borrowers 
wish now had been granted. 

Representative Upshaw. The papers down South have carried the 
last two or thi-ee days, and those papers have just reached here 
to-day, the statement that Senator Hitchcock was proposing a bill 
that would bring into use the accrued earnings of the Federal reserve 
hanks to serve flie present emergency. I am just wondering if you 
know or have any suggestions as to what possibilities might come 
out of that. 

Mr. Harding. Senator Hitchcock showed me the bill the other 
^^ight that he had prepared, in which he proposed to enlarge the 
powers of the farm-loan banks by authorizing them to make loans 
to cattlemen and to farmers direct on commodities in warehouses. 
My recollection of his bill is that he provides for loans as long as 
two years on breeding cattle. And I want to say that it is a very 
"^portant matter, that the breeding-cattle situation be attended to, 
Mr. Meyer and I had some experience with the matter of breeding 
cattle when on the War Finance Corporation. A loan for two years 
js not usually considered a desirable loan for a commercial bank, 
hut the cattle business is one that affects ey^rybody in the Nation. 
Our meat supply depends upon the prosperity of the cattle business, 
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and also the meat supply of the peoples of other countries depends 
upon the cattle produced in the United States, more particularly in 
the western section of the United States. A unique thing about the 
cattle business is that it must in great part be conducted in sparsely 
settled communities, where they have not the local banking power to 
take care of it. Cattlemen are dependent upon loans secured from 
banks of other sections, and those banks have been in the habit, 
when money was easy, of taking cattle paper at higli rates as an 
investment, and then if it did not suit them to renew the loans when 
thev came duo they would let somebodv else take them. 

T^he conditions tnat have come up d.uring the war and since the 
w;ar have put the cattlemen in a very hard situation, and the stock 
of breeding cattle has been reduced. We found out from considering 
these loans in the War Finance Corporation that the trouble was not 
so much on the loans made upon cattle in the spring to be slaughtered 
in the fall, but that the main difficulty was in getting loans on young 
calves and breeding stock that required about a two-year accommo- 
dation. I do think that the cattle business stands on a pedestal 
apart from everything else, and 1 think that evervbody will agree 
that that particular pnase of the agricultural probfem is entitled to 
very serious consideration and demands relief. This bill of Senator 
Hitchcock's provides for this additional power to the farm-loan 
banks, and it strikes me as rather an ingenious suggestion, because 
the answer to any argument of class legislation could be made by 
pointing to the fact that if there was any class legislation, then, 
when the farm-loan banks were established, it ought to have been 
raised. At this time the activities of the Farm Loan Board are 
practically nil because of the litigation in the Supreme Court; but if 
the .Congress should enlarge the powei-s of the farm-loan banks to 
enable tnem to make direct loans, under the proper restrictions, to 
the cattle interests, I believe that great public good would be ac- 
complished. Of course if the result was not only an increase of our 
breeding stock but a reduction of bank loans which are now being 
carried on that stock, it would relieve the banking situation, releasing 
funds for shorter loans. 

Senator Hitchcock's bill provides that farm-loan banks can make 
loans to farmers on their products in warehouses, and he provides for 
an issue by the Farm Loan Board of notes or debentures to the 
extent of $100,000,000, under such terms as may be arranged by the 
Farm Loan Board and the Secretary of the Treasury. Then he pro- 
vides further that section 7 of the Federal reserve act, which relates 
to the distribution of excess earnings in the shape of a franchise tax, 
which are paid by the Federal reserve banks into the Treasury, 
be amended so as to provide a third alternative. As it stands now 
the money received into the Treasury as a tax from the Federal 
reserve banks can be used in two ways; (1) They may be applied 
as an additional reserve against greenbacks; or (2) they can be used 
to buy notes and bonds of the united States. We have not a large 
volume ^ of greenbacks outstanding, only $346,000,000 in round 
figures, and already have a reserve against them of 47^ per cent. 
Tne greenbacks have been cut up into $1 and $2 and $5 bills, and I 
do not think anybodj is bothering about the reserve for them. I 
think that is a past issue. As to the purchase of bonds and notes 
of the United States, of course, in view of the $25,000,000,000 debt, 
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I do not think the question as to whether the Treasury has 
$100,000,000, more or less this year or next year for the retirement 
of those bonds, for which a sinking fund has been provided anyhow, 
cuts much figure. 

The Hitchcock bill provides that the Secretary of the Treasury 
may have a third alternative, under section 7 of the Federal reserve 
act, of applying the excess profits, or the franchise taxes of the 
Federal reserve oanks, to the purchase of these proposed debentures 
to be issued by the farm loan banks, to the extent of $100,000,000, 
only for the years 1921 and 1922. That would mean that he could 
use the $70,000,000, approximately, which the Federal reserve banks 
expect to pay into tne Treasury the 1st of January, and the 
$30,000,000 more next year. If that money were applied to the gen- 
eral agricultural situation existing, $100,000,000, 1 do not believe 
would go very far in affording red relief. It might have a psycho- 
logical effect. It might possibly stimulate the banks to come along 
and make loans on commodities in warehouses where they are indis- 
posed to do at the present time. But when you consider all the wool, 
wheat, com, and cotton in the country that the holders may want 
to borrow on, you can see that $100,000,000 is a mere drop in the 
bucket. It seems to me as a matter of practical relief, if anything 
is to be done with the bill of Senator Hitchcock, which he is proposing 
to introduce, that the more effective thing would be to have it take 
care of the breeding cattle, because that amount of money would 
take care of them, and the banks would then have that amount of 
money released for other uses. 

But in discussing this matter, which is a delicate one, as I am a 
member of the Federal Reserve Board, which is not an adminis- 
trative department of the Government, but a banking board, I am 
reluctant to intrude my opinion in matters which relate to Treasury 
functions. As I see it we are not concerned in the amendment of 
section 7 of the Federal reserve act if it only relates to the distribu- 
tion the Treasury may make of the taxes tne Federal reserve banks 
are going to pay. I think that is a matter between the Congress and 
the Treasury iJepartmont, to thrash out. Of course, the Congress 
may do what it pleases about the matter. It is something the Federal 
Reserve Board has no direct concern in, and we feel that we would 
be going out of our way if we took a hand in this bill one way or the 
other. I am merely discussing it here in answer to Mr. Upshaw's 
question; but I do think that instead of trying to distribute this 
money among the farming interests in general it should be used for 
the breeding cattle business in particular, and that in that respect 
it would be a great relief. 

Representative Upshaw. Another thing — but may I say before 
asking the question, although it hardly touches this immediate 
matter— -that a great many people want to know about it, and I tried 
to Drove my enthusiasm and friendship for the Federal reserve 
banxs by issuing the very last statement before I came to Wash- 
ington in the snape of an urgent appeal that every nonmember 
bank in Georgia, 700 in number, should join the Federal Reserve 
System, so as to get the benefit of financial fellowship there to be 
had, and also that they might have the privilege of any aggregate 
efforts, which ihey seemed to feel was necessary, in such a great 
system. I am enthusiastic about stabilizing the influence oT the 
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Federal reserve banks on the finances of the countrv, but I would 
like for Gov. Harding to put into my mouth, as a frien3 of the Federal 
Reserve System, one or two arguments that I might use in answering 
some of these criticisms. One is that I heard a man say, a man who 
knows much more about finances than I do, that he felt the Federal 
reserve banks ought not to be making as much money as they are 
making, and that under no circumstances ought they to charge as 
much interest as they are charging. I heard a very able man say 
the other day that if the Federal reserve banks only charged 5 per 
cent it would enable the banks down in our section of the countrv 
to get hold of the blessings of the system a great deal easier and 
better. Now, Gov. Harding, that is a friendly question, and I just 
want to be equipped for an answer. 

Mr. Harding. Does the committee wish me to answer that ques- 
tion ? 

Senator Capper. I heard that same criticisn, and have heard it a 
great deal. 

Senator Kenyqn. Senator Owen has made the criticism. 

Senator Norris. We would like to have you answer that question. 

Mr. Harding. Yes; I know that Senator Owen gave his state- 
ment to the press the other day, and I made public my answer this 
morning. 

Let us take these up one at a time. The Federal reserve banks 
have been criticised for their large earnings. It has been pointed out 
that oil the basis of their capital stock they earned about 100 per 
cent in 1919, and that they are earning upward of 150 per cent fui 
the year 1920. They are charged wiwi profiteering, and the argu- 
ment is made that the fact that the excess earnings go to the Govern- 
ment does not improve the situation because it puts the Government 
in the attitude of^profiteering. 

I might say that the Federal reserve act relieves the Federal 
reserve banks of all taxation — national, State, and municipal, except 
as to real estate owned by them ; tJiat the excess earnings tne Federal 
reserve banks are allowed under the act of March 3, 1919, to apply 
to the creation of a surplus fund until they have accumulated a surplus 
equal to 100 per cent of the subscribed capital, after the Feoeral 
reserve banks shall have accumulated the surplus provided by law, 
and after paying 6 per cent to their stockholders, they can still retain 
10 per cent of the earnings remaining as an addition to their surplus 
fund, and pay over 90 per cent to the Government as a francnise 
tax. At the close of business December 31, this year, all Federal 
reserve banks except two, those at Dallas and St. Louis 

Senator Norris (interposing). You do not mean 31st of December 
this year, do you ? 

Mr. Harding. Yes, sir. All Federal reserve banks except Dallas 
and St. Louis will have accumulated a surplus of 100 per cent of 
their subscribed capital, and they will make payments to the Goveru- 
ment in the shape of an excess profits tax, and we estimate that 
amount at from $65,000,000 to $70,000,000. The earnings of the 
Federal reserve banks depend upon the volume of business done by 
them — that is, on their loans and investments plus the rate of interest 
charged. Of course if the total invested assets are a and the average 
rate of interest is 6 per cent, the net earnings after deducting expenses 
will be 80 much. If the volume of business should be aa and the 
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rate of interest is lowered from 6 per cent to 4 per cent, it still follows 
that the earnings will be larger at the lower rate of interest than at 
the higher rate of interest because two things must be considered — 
not oiuy the rate of interest on the investment but the total volume of 
invested assets. In the present circumstances an abnormally low 
rate of interest would merely increase demands upon the Federal 
reserve banks, and assuming that they were able to meet the demand, 
disregarding the reserves, tneir volume of invested assets and their 
earnings in spite of the low rate of interest would be greater. 

Senator Norris. Hadn't you taken an assimiption there that is not 
fair to take ? 

Mr. Harding. I do not think so. 

Senator Norris. When you assume that the business would be 
increased. 

Mr. Harding. I might ask this question, but I don't want any 
answer to it, although each Senator and Representative present may 
fi^re it out for himself: If the Federal reserve banks should put in 
effect a rate of 4 per cent or 4i per cent, bearing in mind that every 
Government obligation may be security for a loan eligible for dis- 
count, the Federal reserve banks, I think, would increase their loans. 

Senator Norris. That the Federal reserve banks would not per- 
mit at all. 

Hr. Harding. They have discounted in large volume notes secured 
by Government obligations. 

Senator Norris. lou are assuming something you would not do. 

Mr. Harding. No ; that is not the situation, because the reserve 
\>aiiks have not declined any loans secured by Government obliga- 
tions, and they do not want to be put in that position. 

Senator Norris. You would decline them if there were too many. 

Mr. Harding. The law is very particular as to the purpose for 
which the proceeds are applied, except in case of notes and bonds of 
the United States. 

Senator Norris. The law does not compel you to make a loan. 

Mr. Harding. No; the law does not compel us to make a loan, 
but when you consider the number of banks that have not borrowed 
any money at all and the pressure they would have from their cus- 
tomers to come in and borrow money on bonds put out, you will see 
the banks would be in a helpless situation unless they declined to 
make loans on Government bonds. 

Senator Norris. Nobody would expect you to loan unlimited 
amounts on Government bonds. I am not saying you ought not to 
loan more now, but at least you must not assume, or you ought not 
to assume, that yoii would loan to all applicants that might come in. 

Mr. Harding. We have assumed that an abnormally low rate of 
interest would increase our volume of loans. We base that assump- 
tion on our experience last year. We foimd when we maintained a 
low rate of interest that our loans went up, increased about 50 per 
cent in four months. 

Senator Norris. I am not controverting that. It might be well 
for you to increase your loans. 

^l^. Harding. But to continue the argument a little bit further on 
this tremendously important proposition, I will also state that the 
Federal reserve banks are authorized to issue notes which are obli- 
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gations of the Government of the United States, providing the issuing 
bank has 40 per cent in gold reserve and 60 per cent in commercial 
paper to secure them. TkeTe are now outstanding $3,325,000,000 of 
Federal reserve notes^ The law provides that the Federal Resene 
Board may at its discretion impose an interest charge on Federal 
reserve banks, the rate to be fixed by the board, and that this fund 
be paid into the general fund in the Treasury. The board is not 
obliged to impose an interest charge, but if may do so. We could 
not very well rnipose an interest charge of less than 2 per cent. That 
is because it is the minimum rate that any bank will pay on bank 
balances; it is^ the rate the Treasury gets from depository banks 
which carry Government funds. An interest charge of 2 per cent 
on the Federal reserve notes outstanding would amoimt to $66,000,000 
this year, which is just about the amoimt the banks are going to par 
to the Treasury out of excess earnings. So tHat if we had imposed 
an interest charge on notes, then the net earnings would not have 
been large enough to cause any comment. In view of the profiteering 
charge, it is only fair to state the case in another way: An ordinary 
bank has capital stock which is contributed by its stockholders. It 
gets its deposits from the public. 

Of course, if an ordinary commercial bank should make 150 per 
cent on its capital stock, unless supported by an abnormally large 
surphis, it could be charged with profiteering. But a Federal reserve 
bank is unique in this: It does no business with the public; its stock- 
holders pay in a limited amount as capital stock, and this 150 per 
cent is calculated on this comparatively small amount of capital 
stock. The total paid-in capital stock of all Federal banks is about 
$100,000,000. But the stockholding banks are obliged to con- 
tribute an additional amount in that they are required to cany their 
lawful reserves with the Federal reserve banks and on these resene 
balances they receive no interest. So the percentage of earnings of 
the Federal reserve banks if expressed in terms related not to capital 
stock alone but to the total contributions of their stockholders, that 
is capital, plus reserve balances, will be barely 7 per cent. 

I think this is a perfectly fair statement. If you were considering 
a public utility enterprise, you would want to find out what the 
actual investment was. You would not want to allow earnings on a 
capitalized franchise, but you would allow a fair return on the actual 
money contributed to the business by the stockholders; and in the 
case of the Federal reserve bank the stockholders have contributed 
$100,000,000, which is called capital stock, and they have also con- 
tributed about $1,800,000,000, in the form of reserve balances, and 
the earnings therefore are based then not on $100,000,000 but on 
$1,900,000,000. 

Senator Norris. You are really figuring that result on your 
deposits, as a matter of fact, which would be the same thing? 

Mr. Harding. On the stockholders' contribution. 

Senator Norris. I understand that. But if you had a bank that 
the stockholders put up the capital, they would also be depositors 
You would not figure it on deposits. 

Mr. Harding. How far woula we get on this kind of a proposition I 
Suppose I went out in your State and tried to organize a bank ^^^tl^ 
$100,000 and should have the stockholders put in $200,000 as surphis 
That would be $300,000 the stockholders put in; and then have a 
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agreement on the part of every stockholder that during the life of the 
bank that he would carry with the bank a balance, without interest, 
equal to 18 times his stock contribution; and then we would 
have a bank with $100,000 capital, $200,000 surplus, and $1,800,000 
deposits; and then I should say to the stockholders, ''All you are 
going to get out of this is 6 per cent on $100,000. You have to put in 
the surplus; let that stay in; you have to put up $1,800,000 deposits, 
let that stay in; and you wiU get your earnings on 6 per cent on 
$100,000 capital stock; and aU the rest goes to the State as franchise 
tax.'' 

Senator Norris. Governor, I do not think you have given a fair 
iUustratiou. These banks have got' to make their deposits somewhere, 
and the law provides making them in the Federal reserve bank. If 
they do not make them there, they would make them somewhere 
else. 

Mr, Harding. If you will excuse me, I will point out that prior 
to the establishment of the Federal reserve system the banks did 
not carry that amoimt of money anywhere. Each bank carried its 
lawful reserve aU in its own vamt, or part in its own vault and part 
on deposit with another bank, and tne vault cash required would 
have Deen greater than the reserve requirements in the shape of a 
Federal reserve bank balance. Your oanks in Omaha before the 
Federal reserve bank act was passed were required to carry in cash 
in their own vaults an amount equal to 10 per cent of their net 
deposits, including time deposits, in gold or lawful money, and your 
country banks in Nebraska had to carry 6 per cent in vault. 

Senator Norris. They do not have to do that now; that is a benefit 
they are getting out of tlfis kind of a law. 

Mr. Harding. They take that same money and put it with the 
Federal reserve bank, and the reserve has been reduced so that the 
banks in Omaha only carry 3 per cent on time deposits. 

Senator Norris. It seems to me that does away with your proposi- 
tion entirely, because you are saying these banks are getting the 
benefit o«it of that money. 

Mr, Harding. They are not getting it from the public, but from 
the banks. The only basis that you ordinarily figure the earnings 
on is the stockholders^ contribution, and the stockholders have 
contributed everything that the Federal reserve banks have got, 
except the Government's contribution, which is $.3,300,000,000 of 
Federal reserve notes; and looking at it in one way, if the Govern- 
ment should get the interest charge which the Federal bank is 
authorized to impose by the present law, even at 2 per cent, the 
Government would get $66,000,000 direct out of that interest charge; 
and looking at it the other way, from the standpoint of the stock- 
holders' contribution, they are only earning about 7 per cent. So, I do 
not see where the charge of profiteering corner in. 

Then, again, the interest rate charged by a central bank or a reserve 
hank is not related at all to its dividend requirements. 

The Bank of England makes a great deal of money, and I under- 
stand it has donate^ — although it is a private institution— its eai^i- 
ings, over 10 per cent, to the British Grovernment. I am informed 
that its earnings are greater in prooortion to the bank's capital than 
the earnings oi the Federal reserve oanks. 
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The central bank rate ought always to be somewhat higher than 
the going current rate, because if it is not you simply encourage 
banks to come in and discount paper for the profit tnere is in the 
discount transaction, and I think any banker will tell you that is a 
vicious arrangement. 

Senator Capper. Governor, if there is no legislation such as pro- 
posed in the Hitchcock bill, what would become of the earnings of 
the Federal reserve bank as they accrue ? 

Mr. Hardinq. They would be paid to the Treasury, and the Treas- 
ury would buy bonds and retire that portion of the national debt. 

Kepresentative Tincher. I have had brought to my attention one 
criticism that is prevalent in ascertain section of Kansas which I 
would like you to go into some detail about, and that is the graduated 
scale of interest chained. For instance, up in Senator Norris's por- 
tion of the Kansas City district, if I understand you, the member 
banks are not called upon to use their borrowing power to any great 
extent. Between the section where Senator Norris lives and where 
I live there is a section of the country where they have a producing 
community where they have used it, as suggested by the gentleman 
from Kansas City, and that a good many of the member oanks are 
paying as high as 15 per cent for a portion of their loans. The claim 
is made that they are perfectly legitimate loans and are made to 
finance people engaged m production in a legitimate way, and that 
the condition is caused simply because it happens to be a location 
where they need to borrow money, but where a year and a half ago 
the East was borrowing money from the western banks. Do you 
think that the administering of the law in that way is fair to that 
section of the country ? •^ 

Mr. Harding. It is very difiicult to fix a rate that will apply to 
everybody alike and affect them all in the same way. I can say to 
you this, however, that that rate was initiated by the directors of the 
Federal reserve bank at Kansas City, six of whom were elected by 
the member banks in that district. 

Some time ago the directors of the Federal reserve bank at Atlanta 
put in a progressive rate. They had had a 6 per cent rate with this same 

E regressive schedule, and about six weeks ago the directors of that 
ank met and decided they would rather have 7 per cent flat rate 
and do away with the progressive rate. They are on the ground 
and are the best judges of the situation, and as it looked to them 
to be the wiser to abolish the progressive rate and establish a flat 
rate, the board approved their action. If the Kansas City bank- 
wants to do the same thing, while I can not speak in advance for the 
other members of the board, I can not see any reason why the board 
should not approve of their action. 

I want to make it clear, however, that if it is believed the Fed- 
eral reserve bank discount rate in any district is working a hardship 
upon the commerce and business of that district, the matter should 
be taken up direct with the directors of the Federal reserve bank, and 
if they can be convinced that there ought to be a change of rate they 
can recommend a change, and the board here will lose no time in 
acting promptly upon their recommendation. 

Representative Tincher. I understand, however, the Reserve 
Board here advocated the passage of that law that enabled them to 
do that ? 
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Mr. Harding. Yes. 

- Representative Tincher. I voted against the amendment because 
I said then it would be enforced in the agricultural sections and 
never be enforced in other sections of the country. But if the rate 
of interest is not based upon the fact as to whether or not it is a 
worthy loan or a good loan, it is based upon the amount of money 
that the member bank has borrowed from the Federal reserve bank. 
Is not that true ? 

Mr. Harding. Where there is the progressive rate, it is based on 
that. 

There is another matter that I would like to bring up in that 
connection and that is the Federal reserve bank discount rate and 
the rate which the member banks charge are not necessarily related. 
I endeavored to point out sometime ago that under normal conditions 
the national banks of the country did not borrow an amount more 
than IJ per cent of their total loans and discounts, but that under 
present conditions they are borrowing an amount equal to about 
17 per cent of their total loans and discounts. Here is the whole 
proposition: Suppose you have a bank with $100,000 of loans, 
and that bank has borrowed from the Federal reserve bank $17,000, 
which is 17 per cent of its total loans of $100,000. I suppose you 
have got a contract rate in Kansas of 10 per cent ?- 

Representative Tincher. Yes, sir. 

Mr. Harding. Your bank has a right then to make a loan at 10 
per cent. Suppose a bank has been in the habit of loaning money 
at 8 per cent, and has not always gone up to the contract rate. Is 
there anj reason — it has loaned $100,000, we will say, at the going 
rate, which would not be affected by discount operations with Kansas 
City at all; then it turns around and discounts 17 per cent, or $17,000, 
w^ith the Kansas City Reserve Bank, and suppose we say it has to 
pay 8 or 9 per cent iFor that accommodation. Does that constitute 
I reason why it has got to raise the rate of interest on its whole 
5100,000 to everybody simply because it has borrowed $17,000 at a 
•ate almost equal to what it gets ? 

Representative Tincher. I do not say it constitutes a reason. 
[ will say to you that the facts are that the prevalent rate of 6 per 
Jenthas gone to the legal rate of 10 per cent in the localities where 
hey are enforcing the member bank mterest rate. 

Mr. Harding. And yet, as an example, in North Carolina and 
Pennessee, 'where they have a 6 per cent legal rate and no contract 
ate, the national banks are still cnarging 6 per cent. 

Representative Tincher. What I am getting at is this, the right 
T wrong of charging the borrower 10 or 16 per cent interest. 

Mr. Harding. He does not pay 15 per cent on all his loans — — 

Representative Tincher (interposing). Oh, no. 

Mr. Harding. But another point \raich you have overlooked, I 
hink, is this: If you take all the member banks in your district, you 
n\\ find that the borrowings of some of the banks are very large and 
hat other banks have not borrowed at all; but the idea of the pro- 
Tessive rate is to effect a better distribution of accommodations, so 
hat a bank which has borrowed too much monev will be restrained 
»y higher rates on its borrowings above its normal line at the Federal 
eserve bank and that loans would go to other banks, which would 
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cause a better distribution of loans, more banks would participate, 
and you would not have so much business in a few channels. 

There are diflferent kinds of bankers; some are narrow-minded and 
others are more progressive; some take things easy and others want 
to go out for all the business there is in sight. Some were reaching 
out after business and who are very large borrowers from the Federal 
reserve bank. The idea was to curt) those and yet -not to aflFect the 
business community. The idea was that when loans carried by a 
bank were many times in excess of its capital stock there should be 
a diversion, so that there would be a better distribution of business 
and give other banks which had not participated an opportunity of 
coming in. 

Representative Tincher. I wondered if it would not be in the 
best interest of business to amend the law^ not taking away from the 
Federal Reserve Board the power to raise the rate of interest, but 
take away the power to put in that graduated scale, and then let the 
Federal reserve bank exercise discretion and judgment in the amount 
of money they will loan a bank. I do not think that the customer 
who borrows the money at G per cent and is reinstated and is raised 
to 10 per cent 

Mr. Harding (interposing). You know the law as it was passed 
was not mandatory, but it was left to the discretion of the Federal 
reserve banks and the board as to whether they would put in this new 
form of rate^ The first bank to put it in eflfect was the Federal 
reserve bank at Kansas City; then at St. Louis, Atlanta, and Dallas. 
Then Atlanta got tired of it and abolished it. So we have now three 
banks with the progressive rate and nine banks with the flat rate, 
and I do not know that it matters much whether you change the law 
or not. I think that an easier way to do it would be to put pressure 
on your local board of directors out there to get them to abolish it. 
We approved the abolition of the rate in Atlanta under the advice of 
the board of directors down there, and if there is any public senti- 
ment against this rate the easiest way is to go before a meeting of 
the board of directors there and get them to abolish it. 

Representative Tincher. I never heard it mentioned in my own 
district, but there is a section in the Kansas City district, north of 
where I live, that there is a good deal of talk about it. 

Mr. Harding. If you woiud introduce a bill abolishing that rate, 
there would be banks now being benefited by it who would want you 
to pass a law reinstating it. 

Representative Tincher. A man has to be well informed to jus- 
tify a 15 per cent interest rate. 

Mr. Harding. The trouble with that is that while only local in- 
terests are affected you would be enga^ng the representatives of 
people all over the country in consideration of a local matter which 
mignt be better settled by the directors of the Federal reserve bank 
in Kansas City, 

Representative Tincher. If there is merit in it and the officers of 
the Federal reserve bank or the directors of the Federal reserve bank 
in Kansas City are abusing the law, or people have been mistreated 
by reason of the law, it may be well to take that power away from 
them. 

Mr. Harding. Take Atlanta. I was quite interested in the appli- 
cation for a change, and we got some particulars about it. \Ve 
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found that the banks in New Orleans were very much opposed to 
making any change; that they would rather have the progressive 
rate. They figured that on account of large capital and large bal- 
ances they could get cheaper money under the progressive rate in 
spite of their excess borrowings than on a 7 per cent flat rate. But 
tne bank officials told us that the country banks all over the district 
were in favor of a flat rate, and they took a vote in the board of 
directors and I think the member from New Orleans was the only 
one who voted for continuing at the old rate, and all the rest voted 
in favor of the new; and the board here approved the recommenda- 
tion of the board. You might find that condition in Kansas City. 

Representative Heflin. What was the Atlanta rate last year, Gov- 
Brnor ? 

Mr. Harding. What time last year? 

Representative Heflin. Well, October, last year. 

Mr. Harding. Why, my recollection is that it was about 4 J or 4f 
3er cent. 

Representative Heflin. Now it is 7 ? 

Mr. Harding. Yes; and I might state also that their loans are 
learly twice as great now as they were this time last year. 

Senator Norris. Senator Capper, you had a Question that you 
isked the Secretary of the Treasury, and I thougnt you might like 
io ask Gov. Harding the same question. 

Senator Capper. The recommendation is made by the American 
^ann Bureau Federation that your board be given authority to 
lassify rediscounts. What would your judgment be as to that 
ecommendation ? 

ilr. Harding. I think it already has that authority. 

Senator Capper. That seems to be their first suggestion hete as to 
tie measures recommended. 

lir. Harding. That is the way we read paragraph D, section 14. 
ticidentally, several years ago we tried this experiment they now 
ant to have us repeat. 

Senator Capper. Then they have another recommendation here 
lat I would like to have your judgment on: 

We would amend the farm loan act so they will be authorized to receive warehouse 
rtificates for commodities deposited under the Federal warehousing act and use 
ese warehouse receipts as a basis for issuing short-time securitiee— 6, 9, 12, and 15 
Dnths— and sold on the open market, just as they now do liens on real estate, and 
e them as a basis for selling long-time securities in the open market. 

From a banker's standpoint, what would you think of that recom- 

endation? 

Mr. Harding. I think the salability of these securities would 

jpend upon the market. If the market was active enough to absorb 

em, you would not need to sell these securities, and it the market 

like it is now you could not sell them. You would not get any- 

bere with that. 

Senator Norris. Do you not think that warehouse receipts based 

I wheat, oats, cotton, or com actually in the warehouse would sell? 

Mr. Harding. Senator, there are a good many things ^o consider 

ere. They might sell on a basis 

Senator Norris (interposing). They would not issue the securities, 
mppose, for the full value of the product on which they wore issued. 
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but would not wheat certificates now^ for instance^ based on wheat 
in a war^ouse be salable on the market I 

Mr. HjlRDIng. I think Mr. Meyer could probably inform yon 
better than I^ and his opiEiion would be wortk more than mine on 
that point. (X course, if you put values down low enou^ they 
would probably sell. Here is the trouble about all these things. 
It was Droudit out verv forcibly at the conference which we had 
with the wool growers when thev came over las Mav to see us, when 
the wool market broke so badly. We learned, in advance of their 
cominff, that they wanted the Federal Reserve Board to do for them 
just iraat had been done for the cotton people in 1914. They had 
an idea that special favors were given cotton that were not going to 
be griven anvbodv else. I discussed the matter with mv colleagues 
on the boai d, and when they came over here we had gotten out the 
old cotton loan plan, and we told them that the FMeral Reserre 
Board was not a local board, but a national body, which had members 
from every section of the country. We told them we were not here 
to serve one special interest ; anil that what we had done for cotton 
we would do lor wool. They thought well of that, and said, "We 
want you to give us a wool growers' loan fund of $50,000,000." I 
said, ''Very well. Let us consider this'' — and I read them the old 
cotton loan plan. The essence of the old cotton loan plan was, the 
first thing, tne establishment of a loan value. When you go to get 
people living in other communities where they do not produce these 
commodities to put up their money as an investment to carry com- 
modities produced a thousand miles away fi om them, they want to 
be very paiticular about the security. 

The essence of the cotton loan plan was that the loaems were to be 
made on a basis of 6 cen.t» a pound, in which the Southern banker 
who took the loan first was to have one-4jhird interest, which we mi^t 
say was the common stock in the proposition, which he subrogateii 
to the two-thirds interest of the banker in. the other section i3 the 
country putting up the money. Then the next thing was after the 
6 cents a pound loan basis was the 3 per cent guarantee fund out of 
that, which was made a loan basis or about 5^ cents a pound. 

That seemed to fix in the public mind the value of cotton at 5i 
cents for middling cotton. The result was that the bulk of the cotton 
crop of 16,000,000 bales made in 1914 sold on a bas^ not substan- 
tially above 6 cents a pound. 

I read that to the wool people, and I said, * What is your idea of 
the value of wool T' They said, ''We have been getting 72 cents a 
pound for it, but we mi^t be willing to sell now at 55 or 60 cents i 
pound. ^' I said that the cotton men had been getting 14 cents a 
pound for their cotton. On the same basis, '*I do not believe that 
we could offer any wool plan to the public on a ba^ better than 20 
to 25 cfflits a pound for prime unwaged wool, and less for the lower 

ides, r want to call vour attention to the fact that this misht 
the value of wool in the public mind.'' We acted in the cotton 
matter as individuals and not as a board. '*Do vou want the indi- 
vidua! members of the board to see if we can get up a banking pooi 
over the country to make loans on wool on the basis of this old cotton 
plan^ having a loan value fixed T' They said, '*That is exactly 
what we do not want fixed. What we want is an arrangiement where 
we can go to a bank that knows the responsibility of the wool grower, 
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and we pat up the ircN>L tand we want the^^ k>aDS entirelr separated 
from the value of the wool;'* and I said. ''We have cou'^idered this 
thing aiou^. I would like to have those in favor of adopting as 
the wool pla^ the old cotton loan plan hold up their hands/* ^obcniy 
did. I then said, **I would like to have those in favor of scrapping 
the proposition and putting it in the wastebasket hold up ttieir 
haadsf' and they aU held up their hand$« and the thing went into 
the wastebasket. 

This is the great trouble about doing anvthing in the present 
emergency on an outside basis, where you have to take the lonn 
value, because you sink into the public mind that that is the value 
of it. 

Senator Xorsis. You think if there was wheat in the warehouse 
and the bankers would loan money on it at 25 cents a bushel that 
wheat would go down immediately to 25 cents a bushel ? 

Mr. Habding. I do not think wheat would go up as a result of 
that. 

Senator Norsis. You would not expect it to go upt 

llr. Hasdi:mg. Xo. 

Representative Heflin. I think it would go up if vou kept it off 
the market and furnished the farmer some money and let him hold it. 

Senator Xossis. Yes, if he held it there is not any question but 
what it would go up then. 

Mr. Harding. The farmers have already got more money on it 
than that. 

Senator Norris. And wheat has not gone down to 25 cents a 
hushel. Therefore, it seems your argument does not work. 

ilr. Harding. I think wheat went up yesterday. 

Representative Tincher. It went up 12 cents yesterday. I 
think they must have heard about this meeting. 

Senator Gat. I hope cotton will hear about it also. 

Mr. Harding. I thmk the wool men are in about as bad condition 
as anybody. This applies to the wool and low and high grade cotton 
men. The staple cotton men, who raise the long-staple cotton and 
the holders of cotton of grades below middling and the wck)1 people, 
and people who have com and oats are really in worse fix than tlie 
wheat people, because the wheat people have got something they 
can sell, but the others are frozen. 

Representative Heflin. The crop of cotton thin year in neveral 
million bales short of what the world nee<is. Germany wantn 
2,000,000 bales, as I saw stated yesterday. 

Mr. Harding. It is not a Question oif what the world actualiy 
needs so much as what it is able to pay for, anil if we could «ell all 
our agricultural products on the basis of the world'n neetb* it would 
immediately start them soaring. But, of cx>urH<^ the erx>nonuc 
demand is different from the theroetical demand, I rnay have an 
idea that I need a peari necklace pretty badly, bat that dom not 
create a demand for pearb. 

Senator Norris. Alter all, it seems that it get4« rij^ht ba^^k to the 
point we have been trying to develop MinuHhing on. The world'v 
supply is not available. 

Mr. Harding. Tlaere is the 45oiution to iiu* whole thin^C- If you 
can devise some means of translating thi)$ th<M>reli<?al iUmmnd ha^tiA'^l 
on actual needs througliout the world for «»tMff and nmkM that a 
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potential and active economic demand, you would solve the whole 
problem. 

Senator Norris. That is what we are trying to get information on. 

Senator Gay. Governor, everybody has expressed thomselves in 
favor of the orderly marketing of crops. Are they being, in your 
opinion, marketed in an orderly way ? 

Mr. Harding. I should say not. I do not think there is orderly 
marketing when there is no buying and no selling. 

Representative Byrnes of South Carolina. With the permission 
of the chairman, I want to ask this question: I am frank to say your 
statement is most reassuring. Listening to it, I would be led to 
believe that conditions were all right if I nad not recently come from 
my own home where I found they were not all right. When I find 
a man whose credit is excellent, who is worth more than $100,000, 
a farmer and a business man; who has more than $25,000 of liberty 
bonds to offer as collateral for a loan, a director in a bank, and he is 
unable to borrow $5,000 from any one of four banks in the city, it is 
a serious condition indeed. Now, I gather from your statement that 
condition is due not to any fault of the Reserve Board, but to the 
action of the officer of the member bank who is either playing safe 
and is not willing to increase his loans at this time or has loaned 
money to such an extent that it would be unsafe for him to increase 
his loans? Is that your idea? 

Mr. Harding. I could form a better idea if I saw a statement of 
that particular bank. 

Representative Byrnes of South CaroUna. I did not say one bank; 
but Isaid that applied to four banks. 

Mr. Harding. If I could see the statements of those four banks I 
could form better judgment as to whether they were in a position to 
make a $5,000 loan or not. 

Representative Byrnes of South Carolina. I would say that in nine 
counties in my district I do not know of any bank which would to-day 
loan $5,000 on the kind of securities mentioned. 

Mr. Harding. What district do you represent ? 

Representative Byrnes of South Carolina. The second district in 
South Carolina. Farjners and business men tell me that the same 
condition exists in their counties that exists in my own county, where 
I know it is impossible to secure a loan of any size regardless of the 
security. 

Mr. Harding. Prior to the passage of the Federal reserve act, the 
law provided that no national bank should be indebted for borrowed 
money in a sum greater than its paid-in capital stock. I know of 
some banks in your section of the country which are being accommo- 
dated by the Federal Reserve Bank in Richmond to the extent of 
12 to 15 times their capital stock. 

Representative Byrnes of South Carolina. It is due, then, to the 
fact tnat they have loaned more than under the law they are entitled 
to lend; that, in your idea, is the reason the banks deem it unsafe to 
make loans ? 

Mr. Harding. I do hot say that. They may have distributed 
their loans so that they are all legal loans. 

Representative Byrnes of South Carolina. They have not ex- 
hausted their credit, but are afraid to do it. 
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Mr. Harding. I should say if they have turned down an applica- 
tion of a loan for $5^000 under the circumstances you have described, 
with all that security, that they must be in a nervous frame of mind, 
or else much overloaned. 

Representative Byrnes of South Carolina. The statement is they 
have no money. You say it is not due to the Federal Reserve Board ? 

Mr. Harding. Yes. 

Representative Byrnes of South Carolina. Here is the thought I 
have in mind: You may be entirely sincere in your statement, but I 
am wondering whether or not the member banks have not become 
nervous because of the various circular letters or bulletins issued, to 
which I referred this morning. 

Mr. Harding. There is nothing in those bulletins that should cause 
nervousness. 

Representative Byrnes of South Carolina. I want to read from the 
Manufacturers' Record for November, and ask whether or not these 
various statements were made in any bulletins that were issued by 
you. It is stated : . 

In circular letter No. 94, issued on December 20, 1919, to all member banks, the 
Federal Reserve Bank of Richmond said: "Our present task, therefore, is to proceed 
with the deflation of credits as rapidly and as systematically as possible." 

Mr. Harding. On December 20, 1919, I think that was excellent 
advice. I saw that circular, and I think subsequent events proved 
the soundness of that advice, because at that time the banks were 
carrying large loans on cotton, and I know that the Richmond batik 
was carrying loans on warehouse receipts dated back as far as 1917. 
I do not think anybody can claim it is good business for a man to be 
holding over cotton from 1917 with the hope of higher prices on 
cotton, in the face of an active cotton market such as we had in 1918 
and 1919. That is entirely correct, and I will defend that anywhere; 
that is perfectly sound, and I doubt not that every bank who got 
that letter will admit they are sorry they did not act on that advice. 

Representative Byrnes of South CaroUna. With that statement I 
will agree, but is that what you meant, that your task is to proceed 
with the deflation of credit as '^ rapidly as possible'' ? 

Mr. Harding. At that particular time I should judge that that 
was good advice. I did not write that circular, it was written by the 
Federal reserve bank of Rictmond, and it was that bank's judgment. 

Representative Byrnes of South CaroUna. But it was issued with 
the sanction of 4he pohcy of the Federal Reserve Board? 

Mr. Harding. No ; they did not consult us about it one way or the 
other. They have a right to collect their own 'debts. 

Representative Byrnes of South Carolina. As to the collection of 
debts, I have no doubt. But, then, do we understand that the banks 
can issue bulletins of this kind ? 

. Mr. Harding. Congress did not establish a central branch when 
It organized the Federal reserve system. I have for six years been 
here trying to do my duty to the pubUc, and have been the target of 
?u kinds of criticism and abuse. I am going to see it through, but 
It is awfully trying. The Federal Reserve JBoard is not a central 
oank. You ought to read the Federal reserve act 

Representative Byrnes of South Carolina (interposing). I have 

read it. 
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Mr. Harding (continuing). And try to understand it more than 
you seem to \mderstand it. I do not want to be disrespectful, but it 
IS trying. Here is the Federal reserve bank of Richmond, an inde- 
pendent corporation, discharging its duties. Read section 4 of the 
act there and see what powers Congress has given to the directors of 
that bank. And yet you ask me if I did this, or whether I am 
responsible or whetner the Federal Reserve Board is responsible for it. 

1 do say that I think that the advice given in that letter was sound. 
The Federal reserve bank at that time, I know, was carrying loans 
on cotton which had been in the warehouse two years, and that the 
reason they had not sold that cotton was because the owners of the 
cotton did not think the price was high enough, that it was going 
higher, and they wanted to hold it for that reason. They have simply 
helped to complicate the whole situation. If they had gone aheaJ 
and liquidated when they could and cleared the way for th£ next 
crop, they would not be in such a bad fix as you say tney are. 

Representative Byrnes of South Carolina. I regret exceedingly 
that by merely asking if the Federal Reserve Board approved tha 
statement of the Richmond Reserve Bank it has caused you to believe 
that I fail to understand the purposes of the bill. I have read the 
bill, and helped in a measure to frame it, even though my under- 
standing of it should not be in accord with yours. My question in- 
volves no reflection upon you, nor does it require any statement as 
to your service here, because we appreciate that. But I desire to ask 
again whether or not the Richmond or the Kansas City Bank has 
the right to issue a circular stating a policy which may or may not 
express the views of the Federal Reserve Board? 

Mr. Harding. They havie that right, and they do it. 

Representative Byrnes of South Carolina. Then, when we asked 
you about the policy of the Federal Reserve Board to-day, and you 
replied,, you were answering only for the Federal Reserve Board and 
were not giving us information as to what has been the policy of the 
various banks located at Richmond, Kansas City, and other places 

Mr. Harding (interposing). In matters of policy I am giving you 
my understanding of it honestly and candidly. So lar as I am advised 
the Federal Reserve Board has no jurisdiction, no powers over the 
loans of the Federal reserve banks which are made in accordance 
with the terms of the act. Each board of directors has a perfect 
right to decline to make eligible loans which they may regard as 
undesirable. We can only define eligible paper. 

Mr. Congressman, how in the world would you expect a board of 
five or six men here in Washington to pass on aft the individual credits 
all over the United States ? 

Representative Byrnes of South Carolina. As you ask me the 

Siestion, I do not expect the Federal Reserve Board members to do 
at, and that is in no way involved in my question. 
Mr. Harding. It is absolutely impossible for the Federal Reserve 
Board under the law and as organized to consider all these individual 
credits, but we do feel, and you must admit, that it was not good 
policy for banks to be carrying cotton for two years, in the face of an 
active cotton market. They ought to have forced the borrowers to 

Say up the loans, instead of waiting for the Federal Reserve Bank of 
Richmond to write that letter. The Federal Reserve Bank of Rich- 
mond advised them to prepare for the conditions that exist this year, 
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in an honest effort to put the bank in position to take care of the 
bona fide producers this year instead of the hoarder or speculator, 
because that is what a man is who made cotton ttiree years ago and 
who is holding it and has been holding it all this time for an advance 
in value. 

Representative Byrnes of South Carolina. I do not for a moment 
think that the Federal Reserve Board should have control over the 
individual loans of member banks, because we know that is im- 
possible. I am simply asking as to a question of policy. Questions 
of policy are referred to here in a circular that is issuea by the Rich- 
mond Reserve Bank to member banks. 

Mr. Harding. That was last December. I do not think any mem- 
ber would take any exception to that expression. 

Representative Byrnes of South Carolina. What I am asking is 
whether or not the Federal Reserve Board passes upon a statement 
of this character, and, as I understand you, it does not. 

Mr. Harding. The Federal Reserve Board does not pass upon cir- 
culars issued by Federal reserve banks. 

Representative Byrnes of South Carolina. Then, as to this state- " 
ment of December 20, though the Federal Reserve Board did not 
pass upon it, you state it was in accordance with your views at that 
time, for the reasons you have given. 

But, now, on April 26 a circular letter. No. 95, to member banks 
said : 

It is a rec(^:iiized function of the Federal Reserve System to exercise control over 
the volume oSf credit and currency * ♦ ♦. 

It is recognized to be imsafe to go further with commodity prices at such a dangerous 
height * * *. 

If all the banks in this district will earnestly and conscientiously endeavor to 
limit credits to necessary activities for production purposes, insist that the biurden of 
carrj'ing loans on Government securities shall be gradually assumed by subscribers, etc. 

The same conditions, I presume, would cause vou to affree with 
these statements issued by the Richmond reserve bank at that time, 
or are you not in favor oi it ? 

Mr. Harding. I do not recall that circular. If I had written that 
circular, I might have worded it differently. But I think they were 
on the 21st of April justified in advising their member banks to 
reduce their rediscounts. 

Representative Byrnes of South Carolina. The circul,ar letter 
issued June 21 by that bank says: 

Immediately upon the passage of the amendment we issued our Circular No. 95, in 
which we expressed tiie belief that if all banks in this district would earnestly and 
conscientiously endeavor to limit credits ♦ * ♦. We have sent out information 
intended to enable all member banks, and particidarly those borrowing rather heavily 
from iiB, to cooperate with us intelligently for the conservation of credit. 

On August 24 another circular letter said: 

We had been conducting a campaign for the conservation of credit for more than 
a year * * *, If ^q can all pull together, however, for a while longer and con- 
tinue to exercise the greatest possible care in the granting of further creait, etc. 

On September 23 the circular letter to member banks said — and I 
presume this is the last — ''It is in our opinion more important than 
ever that great conservation should be used in granting oi credit, etc.'' 

Here is a thought that suggested itself to my mind — I have no 
other information than the statements contained in this magazine 
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which has gone out to the business men of this country: Now, if 
your Federal Reserve Board does not investigate these bulletins or 
circulars, can ]!^ou then state what declarations of policy have been 
made in the circulars issued by the various reserve banks of this 
country ? 

Mr. Harding. I can, because we get a copy of all letters which are 
issued by the Federal reserve banks, but we do not get advance 
copies. We know what their policies are. We can not treat these 
men and officers who have had long experience in banking adminis- 
tration as though they were schoolboys. They have certain rights 
and powers given them by Congress, just as Congress has delegated 
to the Federal Reserve Board certain rights and powers. But cer- 
tainly I do not think anyone would expect that the officers of a 
Federal reserve bank would either have to apply to the Federal 
Reserve Board before they could write some bank who borrowed 
money or send it a circular. Those are merely isolated extracts from 
circulars meant to distort the facts. The entire circulars were not 
published. You can take any kind of a statement and prove most 
anything if you want to use isolated sentences. I want to let you 
know, if you do not already know it, that the particular periodical 
you hold m your hand for more than 12 months has been exceedingly 
bitter toward the Federal Reserve Board and its policies. 

Representative Byrnes of South Carolina. I tmnk that it has. 

Mr. Harding. And it has done everything it possibly could to 
excite disgust of the board and its policies. It does not give facts 
and figures; it just merely makes assertions. If anybody wants to 
abuse the Federal Reserve Svstem or Board and will send its in- 
dictment to that paper, it wilt play it up in box type letters. 

Representative Byrnes of South Carolina. I know that it has been 
criticizing you for more than 12 months and I have disagreed with 
many of their editorial opinions, but the quotation I referred to 
cites the dates and the number of circular letters 

Mr. Harding. But they do not print the full text of the circular 
letters. 

Representative Byrnes of South Carolina. They do in another 
issue. 

Mr. Harding.^ I am quite sure that any fair minded committee 
which is interested in these things certainly would not want to pass 
judgment on just a few squibs of that nature, but would want to 
see the whole contents of the circulars, and if you do I will send them 
up here. 

Representative Byrnes of South Carolina. Well, anyway, you take 
the position that your board is not responsible for those circulars? 

Mr. Harding. I take the position that our board is not cognizant 
of the circulars before issued. We see them after they are issued. 
If there is anything in the circulars after they are issued that we 
think is contrary to the general policies of the system as formulated 
by the Federal Reserve Board, we will write a letter to the bank 
and say, "We notice so and so in your circular letter of such and 
such a date.'' 

Representative Byrnes of South Carolina. That it what I am 
trying to get at, if after the circular letter is issued there is anything 
objectionaole in it 

Mr. Harding (interposing). It is not submitted to us in advance. 
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Representative Byrnes of South Carolina. I understand that. 
But after it is issued if there is anything in the letter that you deem 
unwise 

Mr. Harding (interposing). Then we call their attention to it. 

Representative Byrnes of South Carolina. Have you tried to cor- 
rect anvthing issued in any one of these orders ? 

Mr. Harding. No;' we have not. 

Representative Byrnes of South Carolina. Then, so far as that is 
concerned, the board did approve of these policies ? 

Mr. Harding. The board never afBrmatively approved or dis- 
approved. The circulars are merely on file. 

Representative Byrnes of South CaroUna. You have stated that 
if there is any statement embodied in the circular letters to which 
you objected you would call their attention to it, did you not ? 

Mr. Harding. May I ask you what this hearing is for? Am I on 
trial, or is the Federal Reserve Board on trial, or am I here to give 
certain information ? 

Senator Norris. Oh, "no. The Congressman is not asking any 
questions trying to reflect on you. 

Representative Byrnes of South Carolina. I certainly would not 
do that. 

Senator Norris. We would not want anything of that kind 
attempted that would hurt 

Mr. Harding (interposing). I would state to the gentleman from 
South Carolina 

Senator Norris (interposing). I think the question is aU right. 

Mr. Harding (continuing). That he has not the slightest groimd 
to complain of the treatment that the member banks haVe received 
from their Federal reserve banks. I ha^e looked up that situation 
in the Carolinas some time ago. The banks in South Carolina are now 
borrowing from the Federal Reserve Bank of Richmond, ten times 
the inaximum they ever borrowed before the Federal Reserve System 
was established. There is certainly no unfair treatment in that. 

Representative Byrnes of South Carolina. If the chairman has 
no objection 

Senator Norris (interposing). Go ahead. 

Mr. Harding. There are some other statements which I could 
make, but I do not care to do anything to put your banks in an 
unfavorable light. 

Representative Byrnes of South Carolina. I certainlv have not 
complained of any unfair treatment received by the bants in South 
Carolina. I have not mentioned the subject at all. 

Mr. Harding. But you are quoting from a publication here which 
has been notoriously unfriendly to the Federal Reserve Board. You 
are reading certain isolated extracts from circulars sent out at various 
times by the Federal Reserve Bank of Richmond. 

Senator Norris. If the claim is made that these quotations are 
unfair and that the whole circular would give a different meaning to 
it, I would be very glad to have the entire circular letters incorporated 
in the record. 

Mr. Harding. I do not care to have them incorporated. 

Senator Norris. I do not think the committee cares for them. 

Representative Byrnes of South Carolina. I have no desire for 
anvthing but the facts in connection with the issuance of these cir- 
cular letters setting forth policies to govern member banks 
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Mr. Harding (interposing). Mr. Chairman, we have 12 banks 
doing a tremendous business, the total volume of which is six and a 
quarter billions of dollars. One of the Federal reserve banks has 
over 52,000 separate pieces of paper under discount. They have 
frequently issued general circular letters. Whenever general letters 
are sent to the Federal Reserve Board thev are filed. The members 
of the Federal Reserve Board are very busy men. We have our 
staff to look into these things. I do not personally read all of these 
letters because I have not tne time to do so. 

You do not seem to have any conception of the work we have to do. 
If there is anything which our staff regards as contrary to our policv, 
they mark it and bring it to our attention. 

Senator Norris. I think you have made it plain as to the 
conditions. 

Mr. Harding. The reason I remember as much about this as I do 
is that I did get a personal letter from one man who thought he had 
been badly treated. He said it was true he had some cotton which 
he had carried since 1917, but that he was worth a certain amount 
of money and that if he wanted to borrow some money and hold that 
cotton it was 'none of anybody else^s business. I replied that I did 
not care how long he held his cotton out of his own resources, but I 
thought the Federal Reserve Bank of Richmond was right in taking 
the position that money should not be loaned him to enable him to 
hola cotton imder those conditions if it would prevent other people 
obtaining money who were engaged in producing cotton. 

Representative Byrnes oi South Carolina. My questions are 
directed only to ascertain your attitude toward the questions oi 
policy, an'd not toward individual cases. If these extracts do not 
accurately represent the body of those circular letters, I expected 
you to say so. If I am correct in believing that the circulars are 
issued by the reserve banks and when they come to your board, if 
they contain any statements of which the board does not approve, 
that you issue a statement correcting them. I expected j^ou to say so. 

Mr. Harding. You can be very sure that if a Federal reserve bank 
issues circulars to which any member bank takes any great exception, 
the Federal Reserve Board gets letters about it. iBut the only cor- 
respondence we have had about the Richmond circulars was t:;e 
complaint of a man who did not think he ought to be restricted as 
to loans on cotton made in 1917. 

Representative Byrnes of South Carolina. If that reserve baiu 
issued letters with statements of this character, and it was possiKe 
for other banks to issue bulletins unduly cautious or unwise in the 
use of language in urging restriction of credits, is it not possible 
that these Tetters may cause a misapprehension on the part of mem- 
ber banks and make them unduly conservative in lendmg money to 
people who are now seeking loans ? 

Mr. Harding. The chances are if the extracts referred to had noi 
been published there might have been several hundred people ^ho 
are confused about the circulars would never had known anythii^ 
about them. They were addressed only to banks. 

Representative Byrnes of South Carolina. You have stated you: 
policy, but do I understand you to say that other banks could havt 
issued circular letters containing advice to member banks which va? 
unduly conservative? 
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Mr. Harding. Other banks are writing letters to their member 
banks every day which I do not see. We do not get copies of all 
letters which they write but we do get copies of afl their circularsi 
and they are in our files. 

Senator Nokris. Are you through, Governor ? 

Mr. Harding. I have nothing ftirther to say. 

Kepresentative Heflin. Grovemor, it is a lact that the Federal 
Reserve System is not functioning in the South as it did last year ? 
Farmers and mercjiants are not oeing able now to get money on 
cotton. 

Mr. Harding. It is a fact, Senator, that your Federal reserve 
bank has $40,000,000 of money borrowed from other Federal reserve 
banks. It is a fact that its loans axe nearly double what they were a 
year ago; it is a fact that it has gone the limit in extending credit. 
As to what farmers and individu^ can do with their own member 
or nonmember banks I do not know. You must bear in mind that 
less than one-third of all the banks in your district are member banbs ; 
the rest are nonmember banks. 

Representative Heflin. Have they not complained to you that 
the banks are not being treated as they were last year ? Have you 
not have had coinplaints from banks in Alabama ? . 

Mr. Harding. We have had no general complaints; I have had a 
few complaints. 

Representative Heflin. Did you not have the complaint in Octo- 
ber that some action of the board had broken the price of cotton ? 

Mr. Harding. I was urged while in Birmingham, on the 9th of 
October, to make a statement that the resources of the Federal 
reserve system would be available to the cotton producers of the South 
to hold their cotton until such time as cotton might go to 40 cents 
a pound, and I defined to make any such statement. 

Representative Heflin. I think tnat these conditions that now ex- 
ist, caused by the war, require that something should be done to tide 
the farmers of the Southwest over and to keep them from suffering 
this severe loss which is now upon them. 

Mr. Harding. I wiU be very glad to do everything in my power to 
help the farmers of the South and West. 

Representative Heflin. Are we autnorized by your position in the 
matter of lending money on farm products, local banks backed by 
regional banks in the Federal reserve system, to give out a statement 
that you and the Federal Reserve Board do not oppose, but encourage, 
regional banl^ in giving the fullest aid possible to fanners in han- 
dling their crops so as to enable them to obtain a living profit lor 
their farm products ? 

Mr. Harding. The Federal Reserve Boara always preiers to maKe 
its own statements. 

Representative Heflin. I know a farmer in my county wuo naa 
got 45 or 50 bales of cotton,* on which he ought to have been able 
to get S5,000. He is unable to get any more money, and he morvgageu 
l^is farm, having gone into the farm-loan systein, as he has a riRXit 
^ do, to obtain money to hold his cotton; and I desire to staio loi 
the farmers of my State, so far as I know from complaints I iiavo 
had, that the Federal reserve system is not now functioning. Mer- 
chants are unable to get the money they need; local banks are unable 
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to get it. That is the condition that exists. I do not know what 
you hear or what comes to you on paper, Governor, but they are in 
a desperate condition. 

Mr. Habdino. If you wiD come to my office I will be very glad to 
show you reports from Federal reserve banks, and I will show you 
the amount of money the Federal reserve banks in the South are 
lending to their member banks. 

Representative Heflin. Whatever it is, it is not sufficient to enable 
them to handle the crop as they should. 

Senator Nobris. Mr. Meyer wants to get away this evening, and 
we will hear from Mr. Meyer who has something further to say. 

ADDITIONAL STATEKEVT OF KB. EUaEVE KEYEB, Jr., OF 
HEW TOBK CITY, FOBKEB KAHAaiVa DIBEGTOB OF THE 
WAB FIITAHGE GOBPOBATIOIT. 

Mr. Meyer. I will not detain you, Mr. Chairman, but a few minutes 
to take up one or two points that occurred to me in connection with 
the Secretary's testimony this morning, that need some correction. 

The Secretary of the Treasury, as you know, is ex-officio chairman 
of the board, but was never active in the business of the corporation 
which was done by the managing director and the other directors. 

Senator Norris. You are speaking of the War Finance Corpora- 
tion? 

Mr. Meyer. The War Finance Corporation, yes. The business 
was actually transacted by the directors, the managing director and 
the oflicers of the corporation and the counsel. Now, the Secret^in" 
of the Treasiuy stated that if the board were to assiune that anybody 
and everybody could come to it, and it would be a wide open propo- 
sition for all kinds of business without any power apparently accord- 
ing to his opinion in the board of directors to discnminate as to the 
needs and tne propriety, the nature of the business, etc. The board 
of directors, as he woiud have known if he were more familiar with 
its operations assume full responsibility for all discriminations that 
seem expedient and proper in the pubhc interest. I stated here yes- 
terday, that at a time when there was a very good market forcurley 
tobacco, we refused a loan on exports of curley tobacco, whereas 
in the state of collapse in regard to the Kentucky and Tennessee 
black patch tobacco we agreed to do some financing. We refused 
companies, some of them companies that we advanced funds to for 
European exports or other places where there were exchange diffi- 
culties, we refused these same companies equally well secured loaDs 
in the case of South America and China at a time when we were 
exporting gold to China and to South America, on the ground that 
it was not in accordance with public policy to lend money for the 
export of goods to countries which wjBre drawing our gold already. 
That would only have increased possibly the amount. 

Senator Norrs. As I understand it, the board took a broad view 
of what the country needed and the conditions that were in existence. 

Mr. Meyer. Actually interpreted the powers in the national 
interests. 

Senator Norris. Exactly. If you were functioning now and it 
was made possible througn some arrangement for you to assist in 
the exporting of several million bushels of wheat, you would feel 
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perfectly justified in doing that while at the same time with equally 
good security you might turn down some other proposition. 

Mr. ifEYEB. Absolutely. 

Senator Norris. On tfie ground that it was not in the best interest 
of the country. 

Mr. Meyer. That it is not necessary to the general welfare ap] ar- 
ently. 

The Secretary and Gov. Harding have }>oth shown in their testi- 
mony that witli bank loans at the peak, even practically at the peak, 
the price deflation has not produced the bankmg deflation ; and that 
that can only be produced by a further liquidation of commodities and 
increase in the processes of marketU^g of the crops in an orderly 
way, so that the loans may be paid up by sales rather than to have 
loans increased imder present conditions in quantity. 

This foreign outlet, if the money were raised by the War Finance 
Corporation from investors as industrial coucenis have done it 
within recent weeks, in my opinion would be the biggest and prompt- 
est way in which an increase in the marketirg oi commodities by 
sale could be brought about. 

Now, then, the question of the estimated suspended commercial 
indebtedness of four billion is a figure which I have seen, and I have 
seen attempts to support that figure. As far as I can make out that 
figure can not be supported in a scientific way, in a way that carries 
conviction. 

The Secretary stated that the countries having the greatest need 
for our goods which are not now saleable had no securities which 
Winess men would accept; yet the fact remains that we had 
1100,000,000 of applications, of which 75 per cent were agricultural 
commodities, at the time that the War Finance Corporation suspended 
in accordance with the request of the Secretary, in connection with 
those exports there were perhaps in formation Edge law banking cor- 
porations which would have eventuated in connection with those 
advances which would have served, not only in connection with those 
advances, but in connection with other business. The Secretary 
expresses doubt that the War Finance Corporation would help; but 
there can be no doubt about it in the light of the fact that merchants 
and the bankers were ready to make exports that have not been 
Diade and are not now being made. 

The Secretary in his testimony again emphasized the fact that it 
Was a war measure passed during the war; and the fact is, of course — 
the essential fact of the situation is — that it was passed as a recon- 
struction measure four months after the war. I wish they might 
have called it at that time the Reconstruction Finance Corporation, 
because it would have taken away this power to invoke the prejudice 
against a continuance of war functions in connection with this, 
because its power has nothing to do with war activities. 

I will say this, that five months after the armistice we made loans 
to the railroads, as I explained yesterday, under the war power, with 
^^ full approval of every member of the administration and the 
l^reasury, and to the great relief of the whole country, after the appro- 
priation failed in Congress, and those loans were only paid off in July 
^f 1919, eight months after the armistice. 

The Secretary stated that the power for foreign trade was appar- 
ently intended to cover the year. Those were his words. I suppose 
be meant the year from the date of passage, - March 3, but that 
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involves the assumption that a year after the proclamation of peace 
would have been a year from March 3; and the President was return- 
ing to Paris to continue the conference, and we could not have 
expected a proclamation of peace for several months after it had 
been ratified on the other siae and brought back and presented to 
Congress for their consideration. BQs view on that subject is mani- 
f estfy a mistake. 

Now, on the extension of credits .that were made by the corporation 
the Secretary stated that of the $46,000,000, 50 per cent were extended 
to large corporations. I called that to your attention yesterday 
and the reason is clear. The large corporations having their organiza- 
tions on the other side, first came to us and had the completed 
machinery. When we made those loans to those corporations, we 
did it in the beginning of the collapse, or rather in the most acute 
stage of the collapse of foreign exchange; and there was a general 
apprehension in this country that the collapse in that exchange 
would stop the exports. This is the power that Congress had given 
them, and a million dollars was given for the purpose of meeting 
a collapse in exchange; and at that time when it occurred borrowing 
by the large corporations was not only approved by the Secretary 
of the Treasury and the Assistant Secretary of the Treasury and the 
War Finance Corporation, but those loans were positively welcomed 
because they felt that a great deal of our foreign trade might be 
implicated in a breakdown of exchange, and it was considered a very 
reassuring thing psychologically to the business men of the country 
to have a few large corporations, strong, managed by competent 
business men, with organizations that understood the situation, come 
forward and be willing to borrow funds for the purpose of extending 
these credits. 

When the Secretary refers to exports being as large as they are, 
1 think perhaps to some extent the exports that are financed privately 
were stimulated and made possible to a considerable degree by the 
notion of the large corporations borrowing from the War Finance 
Corporation and making these funds. As I explained to you yester- 
aay, they were working psychologically as well as financially; and 
those few loans amountmg to perhaps $20,000,000 on absolutely safe 
security were made very largely for psychological purposes at the 
time, and with the full approval and enthusiastic approval of the 
Treasury. 

Representative Heflin. Let me ask you this right there: Don't 
you think that the fact that most of these private concerns in the 
export business could get money from the Fmance Corporation en- 
abled them to obtain it from other sources ? 

Mr. Meyer. In many cases that is unquestionably true. In fact, 
the existence of that War Finance Corporation has brought into 
existence the numerous banking corporations which had m mind 
and did to some extent cooperate with it and which are very useful 
now; and if it were allowed to function again a great many more cor- 
porations would come into existen'tee whidi have not with a great deal 
more promptness. 

Representative Upshaw. Just what is the step necessary to cause 
this organization to function again ? 

Mr. Meyer. Well, the Secretary stated this morning 

Senator Nobbis. We have been over that two or three different 
times in the record. 
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Representative Upshaw. Excuse me, I did not hear it; I was not 
here. 

Mr. Meyer. Some kind of directing order from the Congress. 

The Secretary also stated that in case of resumption the same 
corporations — he mentioned these large corporations endeavoring 
to enlist a prejudice against large corporations in support of his 
position— would he the ones that would come forward to horrow. 
At the time that the War Finance Corporation's activity was sus- 
pended we had applications for ahout $100,000,000. Of that 76 per 
cent was for agricultural products, and not one application was from 
any one large corporation that had previously applied or gotten a 
loan. 

Mr. Chassell. Would it interrupt you to ask how much you did 
really advance for the export of agricultural products t 

Senator Norris. He has told us. 

Mr. Meyer. In time of peace, says the Secretary, the Treasury 
should not be in the banking business. This act was not passed by 
Congress to go into the banking business. It had no constitutional 
power to do it. That is a misnomer. This amendment giving this 
power in connection with foreign trade is for the purpose of promoting 
foreign commerce. 

Representative Heflin. You are invoking its use now to meet an 
emergency ? 

Mr. Meyer. That is the idea. 

Now, the Secretary stated that the Government should not compete 
vith private bankers, yet private bankers are the ones that are almost 
luriversally, or certamly 98 per cent of several himdreds that I have 
met in the last few weeks, in favor of it. So that is merely an 
argument and has nothing to do with the fact. The Secretary re- 
ferred to institutions beginning under the Edge law, this large one in i 
the South, and talked about this $100,000,000 proposition to be 
fonned in Chicago and the $2,000,000 one formed along time ago. 
The $2,000,000 one has done no export financing because they ex- 
pected the cooperation of the War Imance Corporation at the time, 
and they came to see us about it, and we suspended directly afterwards. 
As 1 explained during my conversation with Gov. Harding, the im- 
portant people in both this Southern Export Corporation and the 
large one that is forming in Chicago are strongly in favor of the 
War Finance Corporation resuming temporarily. 

The Secretary of State informs us that the lack of progress in 
the formation of these corporations privately managed and privately 
&ianced is due to the talkmg of Treasury help. That is directly con- 
trary to tiie testimony of Mr. Heck, who is the head of the new cotton 
corporation, who stated before the Senate reconstruction commut- 
tee that it was the lack of Treasury help that has prevented the 
formation of these corporations. 

The Secretary referred to $75,000,000 which one corporation 
proposed to borrow. No corporation was ever in a position to 
oorrow $75,000,000, becuse the law lunits it to $50,000,000 in the 
.^t. No one would have been given $75,000,000 or $50,000,000 even 
^, there was authority. The Secretary talked of what was in the 
^d of the corporation; I can not teU you what was in their mind, 
out they certainly would not have gottai such an amount. There 
^as no conversation with our organization that could have justified 
^y such ideas. 
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Mr. Chassell. What was the largest amount ? 

Mr. Meyer. During the war the largest loan was $20,000,000, in 
connection with the military requirements of the Government. 
That loan was granted on condition that the bankers or the corpora- 
tion in question should oflFer their securities to the public and we 
would take up the $20,000,000 total that was not taken by the 
public. If it was all taken by the public, then we took nothing. 
That was the wav we worked that. 

The Secretary s figures for cotton, as I have pointed out already, 
for the prewar period, amounting for the year 1913 to six or seven 
hundred^million dollars against one billion one hundred and thirty- 
seven million dollars in 1919, should not be considered in the dollar 
amount, but rather in the bales of cotton. Shipments of bales of 
cotton in 1913 were two million more than in 1919. 

I have already stated that the statement that the Treasury should 
not be asked to take security which business men would not take 
is contrary to the method of operation of the War Finance Corpora- 
tion, and shows the Secretary s unfamiliarity with it. Our powers 
were generally to lend money to American business men, exporters, and 
bankers who had already made proper arrangements. So that there 
would be no question of taking risks that business men would not 
take, because nobody borrowed from us without taking not only the 
risk that he has to take in his business, but also giving his own 
obligation. 

AC". SuMNERS. The business men would take the primary risk? 

Mr. Meyer. All of it, and give their own additional obligations. 

Gov. Harding said in his testimony that the American situation 
would be vastly improved if trade with Germany were resumed. 
J think I mentioned yesterday, as a matter of interest to the com- 
mittee, that we were ready to advance trade with Germany, pro- 
vided the Administration policies made it possible, that the respon- 
sible bankers, responsible American bankers, were ready to do busi- 
ness with Germany and to borrow the means of the War Finance 
Corporation; so that the War Finance Corporation would be able 
to facilitate that trade with Germany in a very iniportant way, 
because the people have been hesitant, in regard to Grerman trade, 
on account of a fear of being considered less patriotic than some 
others. But, if the War Finance Corporation, acting for the Govern- 
ment, would show its approval of the resumption of trade, it would 
hasten the resumption by increasing the amount, increasing the 
promptness with which that trade was resimaed. 

I think that is all, Mr. Chairman. 

Senator Norris. All right. Mr. Meyer; we are very much indebted 
to jo\i for being with us to-day, and very glad to have had your 
testimony and your experience. 

Mr. Meyer. I appreciate the opportunity and your patience and 
courtesy in hearing me at length. My only object is to do as much 
as I can to help m the most critical situation that the American 
business men, wnether they are brokers or merchants, whether they 
are manufacturers or bankers, have had to undergo. 

Senator Norris. Well, I think, Mr. Meyer, your information has 
been of very great and practical assistance to us. 

We will adjourn until 10.30 to-morrow. 

(Thereupon, at 5.05 o'clock p. m., the committee adjourned until 
to-morrow morning, December 4, 1920, at 10 o'clock a. m.) 
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SATUKDAT, DBOE1EBS& 4, 1990. 

Joint Ssssion or the 
Sex ATE AND House Committees on AGKicrLTURE, 

Wa^hhiffton^ D. C. 

The cominittee was called to order bv Senator Geoi^ W. Norris 
at 10.50 a. m. 

Present: Senator Xorris, Senator Capper, and Senator Harrison, 
and Representative Heflin. 

Senator Xorris, Mr. Chassell, you wanted to answer a question 
that was asked you yesterday that you failed to answer ? 

ilr. Chassell. Yes; I was asked a question by Gov. Harding in 
which he inquired if it would be any benefit to tte farmer to finance 
him now and permit tbe present wool clip and cotton crop and other 
crops to accumulate for a certain length of time pending the raising 
and production of other crops. I want to say most emphatically 
that i think it would be advantageous for this reason: At the present 
time the price of farm products has reached an extremely low ebb. 
^e will all admit, I think, that the pendulum will swing as the prices 
of other crops are adjusted and that there will be a more eqmt-able 
Jevel, and probably farm crops will appreciate. 

Whether these crops continue in the hands of the farmer or go into 
the hands of the speculator will make no difference in the uRimate 
increase in value. 

The reason that I think the crop ought now to be financed in the 
hands of the farmer is so that the producer may get the advantage of 
the increased value which will necessarily come in the next few 
months instead of having that profit go into the hands of the specu- 
lator who might now buy up these crops at a low price and hold them 
in terminal elevators and warehouses until they could dispose of 
them at a profit later. 

Senator Norris. Now, Mr. Chassell, you present an interesting 
point. The point is whether we are going to make any loan to any 
fanner so that he can hold his crop. It is on the theory that later on 
he will get more money for it ? 

Mr. C&ASSELL. Yes, sir. 

Senator Norris. And that is what the farmer thinks ? 

Mr. Chassell. Yes, sir. 

Senator Harrison. And you beUeve that the price of farm prod- 
ucts—whether com, cotton, hogs, or cattle—will go up within the next 
few months ? 

Mr. Chassell. Well, in the first place, they will perhaps not go up 
above the prices at wluch they are quoted in central marKets, but will 
& up above the prices at which the farmer can seD them. It is 
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impossible to borrow any money on com, or any money on cotton, 
as well as on any other farm product at this time. Therefore, the 
farmer will be obliged to sell his crops at an extremely low price and 
the speculator who buys them and nolds them in terminal elevators 
and warehouses is not going to buy them with the idea of losing 
money. He will buj them with the idea of getting an increase in 
price, and if this price goes up it would be a great deal better that 
the profit should be granted to the farmer who produces the crop. 

Senator Harrison. Yes, sir; I think that is understood; but the 
point I am making is, What assurance have you in your own mind that 
the price is going to go up ? 

Mr. Chassell. Weu, the world is in need of these products. The 
reason that they are not marketed now is for lack oi transportation 
facilities and for lack of financial capacity to acquire them. Within 
the next few months, possibly a year, I think the world wiU have 
greater ability to take these products, and hence they will go up. 
Another reason, thisyear has been an extremely good year for the 
American farmer. The production has been very nigh. It is alto- 
gether probable, taking the rule or law of averages into account, that 
the next crop will be a little lighter. Furthermore, there will be 
greater activities in manufacturing lines and others and greater avail- 
able resources, and hence I think there will be no question but that 
there will be an increase in prices all along the line. 

Senator Harrison. Don't you think that the price would neces- 
sarily go up if we were able to make any arrangement with the Gov- 
ernments of Europe, nearly all of whom are in need of what we have 
to sell, to finance their obligations ? 

Mx. Chassell. I think that it would. I think that within the 
course of a few months there will be an increased demand in 
foreign countries that will be arranged for in some way, but that if 
we could now arrange methods of financing those European countries, 
we would shorten the period of depression in this country and we 
would also enable the producer to secure a better price, rather than 
to have him sacrifice at the low prices. 

It is only necessary to go back a few years to the time when cotton 
was so cheap that it was left in the fields when there was no serious 
condition in Europe as there is now. We have a similar condition 
now, excepting that we have an artificial condition in Europe which 
prevents the purchase. 

Senator Norris. Are there any questions that anyone wants to 
ask ? Well, that is all Mr. Chassell. We are much obliged to you. 

Mr. Chassell. Thank you. 

Senator Norris. The governor of Nebraska is present, and will 
make a statement. 

STATEMENT BY HON. SAMUEL E. McKELVIE, GOVEEITOB 

OF THE STATE OF NEBEASKA. 

Senator Norris. Now, governor, the Committees on Agriculture 
of the Senate and the House are having some joint hearings with the 
view of trying to devise some method to relieve the agricultural 
stringency that exists over most of the country and if you have any 
information you can give us about the condition of the farmer and 
any relief that in your jud^^ment could be given him, we would be 
glad to hear you in your own way. 
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Gov. McKelvie. Mr. Chairmaii; and members of your honorable 
committee, I appreciate this opportunity to contnbute anything 
that I can to the solution of this very important question. I think, 
however, that I may be able to make better reference to the condi- 
tion than I can to the remedy. You, of course, are aware of the 
very serious situation in which the farmer finds himself now. It is 
the culmination of a condition that has been growing for some time 
and has now reached a point where it not only menaces the im- 
mediate welfare of the farmer and his future welfare, but that of the 
entire country. 

The farmer has quite successfully solved his problems of produc- 
tion until, for instance, in Nebraska this vear the crops are larger 
than they have ever been in the history of the State with 250,000,000 
bushels of corn and with about 75,000,000 bushels of wheat added to 
a surplus that has been accumulating. This surplus that had been 
accumulating is accounted for in no small part-by the fact that the 
farmer was unable to market his crops at tne price that was offered 
him, though he was willing to do so. There was such a shortage of 
cars that he could not get his crops to the market. Now, that con- 
dition has been relieved, and there is a sufficient supply of cars; 
but the price which is offered for the two principal crops in Ne- 
braska — wheat and com — ^is wholly unremunerative to tne farmer 
and if he were obliged to sell his corn in the markets of Nebraska 
to-day at the prevailing prices, it would be about half the cost'of pro- 
duction. Almost the same is true with regard to wheat. 

Our farmers are prosperous, as they are in most communities. 
They have some accumulated wealth. The farmers who own their 
lands free from incumbrances will be able to bear this loss, but the 
tenant farmer who represents about 50 per cent of our farmers is not 
able to bear the buraen and if he is obliged to sell his crops at the 
present prices, it will mean his financial ruin. He will not be able, 
except under the most favorable circumstances, in the years that 
^11 ToUow to recoup the loss that he wiU sustain now and it is going 
to mean that thousands of these tenant farmers will be driven from 
the land. 

It seems to me that there are three things that are of fundamental 
importance in* connection with the solution of this problem. One 
of these things has already been mentioned. I refer to transporta- 
tion. There is now adequate transportation facilities. 

The next is adequate finances. The farmer's financial problems 
are different from those, as you realize no doubt, of other indus- 
tries. The farmer must have long-time loans. He can not, and 
does not, make quick turns. 

The next thing is the question of distribution. And, after all, I 
tbink that is fundamentally the most important question that con- 
fronts the farmer and that presents itself to us for solution to-day. 
It is purely a question of economics, which contemplates the dis- 
tribution of the products of the land at the lowest possible cost from 
the original producer to the ultimate consumer. 

There has been growing up in this coimtry for years a condition 
of wasteful distribution and a condition that has enabled certain 
agencies to render no essential service to obtain a control over the 
market, until that condition has become highly inimical to the 
farmer's welfare. 
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Now, the farmers of Nebraska and of some other States are begin- 
ning to find a solution for that through their cooperative societies, 
and I hope that ultimately cooperation will solve the problem of 
distribution; but just for the moment the wheat-lowing farmers of 
Nebraska and the Central West and the corn-lowing farmers of that 
same territory have not carried their cooperative program far enough 
that they are able to borrow to store their products and to finance 
their operations during the period of distribution. And that seems 
to me to be the most important problem that is ahead of our country 
to-day. 

The most serious thing is not that the farmer is going to have to 
take some loss during this readjustment period. I thmk that the 
fanner expects liimself to bear his portion of the loss that must ulti- 
mately come to this period, and it must be borne by other industries 
and other businesses as well as his own. But should it develop that 
the f arme; is obligated because of inadequate financial facilities, inad- 
equate sto'age facilities — should he because of these facilities be 
obliged to place his products upon the maT-ket at the present ruinous 
prices and shoulder his loss, only to see these products pass into the 
hands of others who could accumulate them ana obtain the advantage 
of credit in holding them and through manipulation and speculation 
greatly increase the price of these products so that the result of the 
lower prices of the present would not be felt by the ultimate consumer. 

The result of such a condition as that would not be removed from 
the mind of the farmer or from the influence upon our agricultural 
condition during the next decade. It is a psychological condition 
in which the farmer has had to experience tne same thing in times 
past, in that he has sold his products at ruinously low prices only to 
see those products accumulated in the hands of others, and then the 
prices greatly increased. 

When the world went into the war, was thrown into the war, the 
f aimers of Nebraska were receiving less than 70 cents for their wheat. 
It did not compensate them for the growing of the wheat. They 
sold it, nevertheless — millions of bushels went immediately to mar- 
ket, from the fields to the market — and it was a matter of a relatively 
brief period until the price of that same wheat had doubled and 
trebled before it was passed on to the ultimate consumer. That was 
five years ago. The farmer has not forgotten it, and as a result of 
that injustice there has been growing up in the mind of the farmer 
a feeling that other interests and even our National Government, 
has so disregarded the importance of agriculture that he is being 
obliged to suffer, and there is developing as a result of it a class con- 
sciousness that is radical in its tendencies and that is absolutely 
contrary to the fundamentals of the breeding of the farmer. There 
is no one, as a result of his surroimdings and training, who is more 
conservative than the farmer himself. The very conditions imder 
which he lives every day cause him to be conservative. And I think 
you are just as well acquainted with these radical movements as I 
am that are abroad in the land to-day among the farmers, and it is 
simply because of these injustices that have been imposed upon the 
farmers. 

What relief may be brought to him to-day I do not know. If it 
is possible to open the markets that need the f armer^s produce mi 
to finance him auring the period that these products can be distrib- 
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uted to those who need them and who will consume them, then it 
would seem to me to be a highly desirable thing to do. 

Senator Norris. Now, governor, right on that point you are 
touching now, it seems to me that is really the vital question before 
the committees. We have had evidence here, evidence both here 
and elsewhere — it is generally known, in fact — that there are mil- 
lions of people almost starving for the things that the American 
farmer has in abundance and can not sell for enough to pay him the 
actual cost of production. 

The committee would be awfully glad if you can offer any sugges- 
tion as to any legislation that womd give immediate relief in the 
way of finance, enabling the crops to be financed so that those who 
want them could get them and the farmer could get enough to pay 
him for the actual cost of production. 

Now, the people who do need these products are poor, of course, 
and arer not able to pay cash. They are willing to mortgage or to 
enter into any kind of an arrangement by which thev shall pay in 
time, but they have not the money to do it now, and it seems that 
the thing that we are most anxious about is how to — ^two things, 
probably — ^first, to finance the farmer so that he can hold his crop 
temporarily until some method can be entered into b}' which it can 
be handled and distributed. 

Now, we would be awfully glad to hear from you, Governor, if you 
have any suggestions as to what should be done or could be brought 
in relieving those conditions. 

Gov. McKelvie. Mr. Chairman, this question was discussed at 
considerable length at the governors' conference that has just ad- 
journed, and I expect that through the newspapers you have been 
apprised of the condition that was taken. 

vSenator Norris. And yet, Governor, I think that the committee 
would be glad to have placed in the record any recommendations 
that the governors' conference has made. 

Gov. McKelvie. I have a copy right here of the resolutions — they 
were not adopted, because it is the policy of the conference not to 
adopt any resolutions whatever — ^but a committee was appointed and 
submitteii these resolutions, and they were placed on file at the con- 
ference. 

. (The resolutions referred to are printed in the record in full as 
follows:) 

Gov. T. W. Biekett said: Ab chairman of the committee, I submit the following 
report: 

The financial situation in the whole country is cause for the greatest concern, but 
not for despair. All lines of business are realizing heavy losses, but the swift decline 
of prices of farm commodities to far below the cost of production threatens a national 
disaster. The situation demands infinite patience and forbearance and supreme wis- 
dom and courage. Nothing but evil can result from anger or fear. 

We believe that the tenseness of the situation can be relieved in several ways: 

(I) Let every individual do all he can to help and encourage his neighbor. Let 
there be a complete mobilization of the financial and spiritual assets of every com- 
munity. Neither God nor the Government ought to be asked to help those who do 
not first make every effort possible to help themselves. There ought to be a united 
effort in every community to keep any good men from being destroyed because he 
can not immediately meet his obli^tions. Under existing conditions it would be 
the acme of inhumanity and of unwisdom to force any debtor into bankruptcy if by 
the most liberal indulgence he would be ultimately able to pay. Business failures 
do more than \vreck business; they of times destroy man. 
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Liberftl indulgences and renewals should be granted by the manufacturers to the 
jobbers, by the jobbers to the merchants, by the merchants to the individualfl. It 
IS no time for a creditor to seize his debtor by the throat and savagely say, "Pay me 
that thou owest." 

(2) Let the Federal Government create a finance corporation of some sort that will 
enable the X)eople of other lands to obtain &om us the commodities they so greatlv 
need but for which they are not able to biake immediate payment. We believe suet 
a corporation to be entirely feasible and that its mere creation would substantially 
help the situation. 

(3) The Federal Reserve Board should be urged and authorized to advise all banks 
to adopt a liberal policy of renewals. Tlie law authorizing six months' credit on agri- 
cultural papers should be liberally construed and renewals for a like period should 
be freely gmnted wherever it safely can be done. The real wealth of the countrj- is 
unimpwred. It would be suicidal policy to destroy this wealth by a preemptory 
call of loans. 

If necessary the Congress should at once amend the Federal reserve law so as to 
temporarily supply additional credit and afford more time to debtors in distress. 

We believe tnat the general adoption by individuals and by the Government oi 
the policies herein su^ested would not only afford material aid but woidd at once 
supplant tbe gloom and the feiar of the present with that confidence that is so vital to 
wholesome and successful business. 

C. W. BicKBTT, Chairman. 

Senator Harrison. Will you tell us how many governors were in 
attendance at that conference ? 

Representative Heflin. And the States represented. 

Gov. McEjelvie. I think I can tell that exactly. 

Senator Norris. If you have a list, you can put any statement that 
you want to in the record. 

Gov. McKelvie. The governors present were : Arizona, Thomas E. 
Campbell; Colorado, Oliver H. Shoup; Connecticut, Marcus H. Hol- 
comb; Delaware, John G. Townsend, jr.; Indiana, James P. Good- 
rich; Iowa, William L. Harding; Kansas, Henry J. Allen; Louisiana, 
RuflSn G. Pleasant; Maine, Carl E. Milliken; Massachusetts, Calvin 
Coolidge; Maryland, Emerson C. Harrington; Montana, Samuel 
Yemon Stewart; Nebraska, Samuel R. McKelvie; New Hampshire, 
John H. Bartlett; New Jersey, Walter E. Edge; North Carolina, 
Thomas W. Bickett; Oregon, B. W. Olcott; Oklahoma, J. D. A. 
Robinson; Pennsylvania, William C. Sproul; South Carolina, Rob- 
ert A. Cooper; South Dakota, Peter Norbeck; Utah, Simon Bam- 
berger; Vermont, Horace F. Graham; and Wyoming, Robert D. 
Carey. 

The governors elect were: Connecticut, Everett J. Lake; Dela- 
ware, William D. Denny; Indiana, Warren T. McCray; Minnesota/ 
J. A. O. Preus; South Dakota, W. H. McMaster; Utah, Charles K. 
Mabey; Vermont, James Hartness; West Virginia, ' Ephriam F. 
Morgan. 

I can leave with you a copy of these resolutions, but the substance 
of the remedy that was suggested by the governors is contained in 
these two paragraphs: 

Let the Federal Government create a finance corporation of some sort that will 
enable the people of other lands to obtain from us the conmiodities they so greatly 
need, but for which they are not able to make immediate payment. We believe such 
a corporation to be entirely feasible and that its mere creation would substantially 
help the situation. 

That is the first recommendation. The next is: 

The Federal Reserve Board should be urged and authorized to advise all banks to 
adopt a liberal policy of renewals. The law authorizing six months credit on agricul- 
tural x>aperB should be liberally construed and renewals for a like period should be 
freely granted wherever it safely can be done. The real wealth of the country if 
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ummpoired. It would be suicidal policy to destroy tliis wealth by a preemptory 
call of loans. 

If necesBary the CongresB should at once amend the Federal Reserve law so as to 
temporarily supply ad<&tional credit and afford more time to debtors in distress. 

We believe that the general adoption by individuals and by the Government of 
the policies herein su^ested woula not omy afford material aid, but would at once 
supplant the gloom a^ the fear of the present with that confidence that is so vital to 
wnolesome and successful business. 

Representative Sumnbrs. Governor, what did you governors de- 
cide IS necessary to do in order to deal with this situation ? 

Gov. McKelvie. The States feel that the situation is of such 
national importance that the matter of immediate relief devolves 
upon the Federal Government. The banks are dependiQg now upon 
tne attitude that has been taken by the Federal Reserve Board and 
the Federal reserve banks. It is no longer merely a local situation. 

Representative Sumners. Yes — ^now, 1 do not want to interrupt 
you — ^I understand that, but I was just curious to know whether 
the people who undertake to represent the Federal Government in 
dealing with this general situation can expect anything to be done 
by the representatives of the States. 

Gov. McKelvie. I will answer that in just this: There is much 
that can be done by the States, and is being done by the States. 
And, I will tell you just what has been done by Nebraska, and what 
we propose to do is to develop further the idea of cooperation that 
will enable the farmers to solve their economic problems through 
affording an agency that will enable them to store their products and 
finance their produce during the period of distribution. That is the 
thing to whicn I referred here earlier in my remarks; but that isn^t 
the thing that will bring immediate relief, because the farmers have 
not earned that far enough. 

Representative Sumners. My question was not intended as a 
criticism. 

Gov. McKjjlvie. I understand. 

Representative Sumners. But it is interesting to know whether or 
not at your conference you did determine what the respective States 
could do and could be asked by the Government to do something to 
help out in this general situation. 

Gov. McKelvie. If there was a governor in the late campaign 
who did not understand this situation and discuss it with his con- 
stituents, I do not know who he was, because it was the question of 
consuming importance in the entire agricultural region. And the 
States are doing as much as they can. Some have not gone as far as 
others; but they are developing every agency they possibly can that 
will enable thefarmer to help nimself. 

Representative Sumners. Now, was any agreement reached by 
these governors in this conference that they would undertake any 
effort among the people of their States or tne legislatures of their 
States? 

Gov. ifcKjiLviE. There was not. 

Representative Sumners. That is what I am trying to get at. 

Gov. McKelvie. There was not. 

Mr. Byrnes of South Carolina. Was there any discussion with 
''^ard to the reduction of acreage as a means of lessening production ? 

Gov. McKelvie. None. 
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Senator Norris. Governor, have you any recommendations to 
make with regard to relief from this situation? 

Gov. McKei.vie. As I have alreadv indicated — may be T have not, 
but I intended to— we placed on the statute books of Nebraska last 
year a most comprehensive gi'oup of laws relating to cooperation, and 
the farme^rs of Nebraska have over 75,000 members in their coopera- 
tive societies. These cooperative societies last year did over 
$125,000,000 worth of business. 

Now, we propose to propose to the next legislature some means of 
aiding the farmer to finance his operations on long-time loans, some 
sort of land loan act that will enable him to caiTV his burden for a 
much longer period — perhaps 20 years — and in which the State will 
be the agency that will offer its credit to obtain this money and in 
turn loan it to the farmer. Some States already do that. South 
Dakota already has such a law. Oklahoma already has such a law. 
I can not speak: for other States; but this brings relief. 

Senator Norris. T think Oregon, to some extent, has such a law. 
I have been told that it has. I am not familiar with it, but 1 think 
that they loan the permanent school fund on mortgages on Oregon 
farms. 

Gov. McKelvie. Exactly. That is being done by both vSonth 
Dakota and Oklahoma, and we hope to be able to work out something 
that will be of benefit. 

Senator Norris. Of course that isn't a large sum; while in one 
sense it is large, yet in most of the States if you spread that money 
out over the State it would not be large enough to bring complete 
relief. 

Gov. McKelvie. Oh, no; for instance. South Dakota has loaned 
under the farm loan act $30,000,000 in three years. Now, that is not 
near adequate. 

Senator Norris. What rate of interest do they charge the farmer? 

Gov. McKelvie. They started, I think, charging 5 per cent, but 
they were obliged to increase that. 

Senator Norris. Was anything desreloped at this conference with 
regard to taxation on these loans ? 

Gov. McKelvie. No, sir. 

Senator Norris. Have you any ideas of your own about that, 
Governor ? 

Gov. McKelvie. I have not; or they are so embryonic that I 
should not want to present them here. 

1 am calling into conference within ten days the representatives of 
all of the farmers^ State-wide organizations to discuss with them the 
program for the forthcoming legislature. 

Senator Norris. Now, governor, I want to ask another question 
about this conference. Of course, in a general way I am quite 
familiar with cooperation in Nebraska, but they never have progressed 
far enough so that any of their products like wheat and corrj could be 
used in a combined way for the purpose of obtaining credit. 

Gov. McKelvie. No; they have not, but that is just the point 
now 

Senator Norris. Now, in order to bring about such a condition- 
in the first place there is not any doubt ifthe farmers' union, for in- 
stance in Nebraska, were able to in some way combine their credit 
on the wheat crop — take that as an illustration, they would command 
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loans at a very low rate of interest, I should think; but to do any- 
thing of that kind will make it necessary that the State or Nation, 
or both of them, probably, should build warehouses to store this crop. 

Gov. McKelvie. I do not think that is necessary at all for either 
the State or the Nation to build warehouses. The farmer is capable 
of doing it himself, and he is going to do it. 

Senator Norris. There must be storage somewhere. If they do 
not have central warehouses, then there must be some plan devised 
by which the farmer himself may store his product on the farm. 

Gov. McKelvie. Yes, sir. 

Senator Norris. That will have to be done to enable them to get 
the benefit of the combined crop so as to make a loan on it possible 
at a low rate of interest. 

Gov. McKelvie: That is being worked out in Nebraska, Sen- 
ator Norris, in this, that the Farmers' Union has already incorpo- 
rated and is raising the money to build large terminal elevators, and 
right along that line of cooperation they expect to proceed to store 
a very large amount of this grain and to be able to borrow money 
upon it while they are holding it during the distribution period. It 
is exactly along the line tliat the California fruit growers worked out 
their problems. 

Senator Norris. Well, they will have to have large storage capac- 
ity to carry out that kind of a program. 

Gov. McKelvie. They have that, and they have in addition their 
local elevators, you understand. 

Senator Norris. Have they gone far enough so as to know about 
the amount of money that it is going to cost to have this storage 
capacity ? 

Gov. McKelvie. I think they have incorporated for $2,000,000, 
which they are going to build, but they have in addition to that all 
of their numerous smaller elevators that could be utilized in the same 
way. 

Senator Norris. Now, those smaller elevators are run by the 
local cooperative societies. They do not belong to the State organi- 
zation. 

Gov. McKelvie. Oh, yes; that law was placed on the statute 
books, that cooperative law, which enables the local cooperative 
organizations toliave membership in the large cooperative organiza- 
tion. 

Senator Norris. So that they could transfer their interest and 
title in the local property to the State organization ? 

Gov. McKelvie. Exactly. 

Senator Norris. Of course, if they did that they could use those 
elevators for storage purposes. 

Gov. McKelvie. That is just exactly the provision that was made, 
and I think it is ffoing to ultimately bring about relief, but that will 
not take care of the present moment. 

Senator Norris. I realize that. The question I was asking jou 
can not and does not pertain to the difficulty which we have right 
before us. 

Gov. McKelvie. But I would like to add there, if I may, Mr. 
Chairman, that I think that encouragement must fee given to the 
cooperative movement by the Federal Government so as to enable 
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it to become a national institution instead of a local institution within 
the borders of a State. 

Senator Harrison. Why can not they do that under the organiza- 
tion of export companies under the Edge bill ? 

Gov. MoKelvie. I can not answer that, sir. 

Senator Harrison. Was there any discussion in the governors' 
conference touching upon the operation of the Edge Act? 

Gov. McKjilvie. There was not. 

Senator Capper. Governor, this plan that is now being considered 
by the States; will it include provisions by which the State will 
advance money on personal credit or on warehouse receipts ? 

Gov. McKelvie. Oh, no; only on land. But we feel that when 
we give relief in that direction then that will immediately reflect to 
the shorter time loans and relieve many others. 

Senator Harrison. Do the State banks of Nebraska discount 
paper secured by agricultural products ? 

Gov. McKelvie. Well, I can not tell to what extent they do. 

Senator Harrison. Under the Federal reserve law, the Federal 
reserve banks can do it. I was wondering whether the State banks 
can too. 

Senator Norris. I expect that they can do it. Of course, they 
have got to be guided to a great extent by the lead taken by the 
Federal Reserve Board. They follow it, although they may not 
belong to the system. 

Gov. McKelvie. Exactly. 

Senator Harrison. Was there any discussion among the gover- 
nors that they might recommend to the State banks a liberal policy 
toward rediscountmg paper? 

Gov. McKJELViE. The local banks are very liberal in their attitude 
toward the farmer. 

Senaror Norris. I do not think that there would be any doubt 
about that if the Federal Reserve would loosen up. Of course, 
in the State of Kansas, the banks, if they rediscount paper, they have 
to have it redisfcounted at other banks, and it will get to thp Federal 
reserve banks very often when they do. 

Gov. McKelvie. The local banks are simply driven to it. Now, 
the Federal reserve bank has got to take the lead. 

Senator Harrison. I notice the statement that a good many of 
the State banks as well as a good many of the national banks do not 
do so much rediscounting, but that their tendency is to be rather con- 
servative now, rather more so than may be necessary. 

Gov. McKelvie. They have not accumulated any very large 
reserves, I think, very much beyond the amount required by law. 
They are simply driven to it. It is a situation that they themselv^es 
can not help. 

Senator Harrison. I would like to say on that point 'that the 
State bank when it rediscounts paper has to go to a larger bank and 
that a State bank, of course, is not likely^ to rediscount this paper. 
Now, when you go to a larger bank, the chances are ten to one that 
that bank where they do have to rediscount, if they do rediscount at 
all, is a member of the Federal reserve system, and they are subject, 
of course, to^ the rules laid down by the Federal Reserve Board, so 
that, indirectly, the same rule will come down and apply to the 
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State bank that is not a member of the system. I think that all of 
the banks ought to come into the Federal reserve system, and I think 
most of them would come in — I believe they would come in — if it 
were not for this outlandish exchange provision which they have got 
in the Federal reserve S3^stem. 

Gov. McKelvie. Yes, sir. The fact, however, remains that the 
attitude of the Federal reserve system is a deterrent factor with the 
bank whether it is a member or not. 

Senator Norris. Yes, I think so. 

Representative Heflin. I am in hearty sympathy with a matter 
that will come to the rescue of the farmer and sees that he does 
not have to sustain all of the loss. Just think, while we are talking 
along that line, the cotton crop this year is going to be around 
10,000,000 bales. 

Last year the farmer got about 40 cents a pound, and he made 
this crop on a 40-cent basis; everything entering into the cost of pro- 
ductSon was on that basis. 

Now, if prices had fallen from 40 cents to 30 cents the farmers 
woidd have contributed to this situation $500,000,000 on this 
10,000,000 bale crop. But the price dropped from 40 cents to 30 
cents and from 30 cents to 20 cents, so they would contribute 
$1,000,000,000, and it is now down to 15 cents per pound, so that if 
he shoidd have to sell his crop to-day at the prices obtaining he 
woidd sustain a loss on the one crop of 10,000,000 bales of cotton of 
$1,250,000,000. 

Now, if he is enabled to hold his cotton for two or three or four 
months, I have no doubt but that the price would go back up to at 
least 30 cents. The farmers of the South would still lose $500,000,000. 
Now, I think that the Government ought to do something that will 
help Mm to hold his cotton imtil he Can get a fair price and a living 
profit. 

Gov. McKblvie. I agree with you, exactly. 

Representative Heflin. I am in favor of doing that same thing 
for the grain growers of the West. I do not think that the farmers 
of the West and the South ought to sustain that loss and I think, 
and in fact I know, that we have the votes here now from the South 
and from the West to grant this relief to the farmers if we can unite, 
and I am in favor of uniting. I think that we can grant credit to 
them and we should do something. I think we should do some- 
thing. 

Senator Norbis. Of course, it would be useless to grant credit unless 
we had some reason to believe that with the credit extended they 
would be enabled to sell at better prices. 

Representative Heflin. We had a witness here before us, Mr. 
Brauer, a representative of Germany, who says that he has in his 
hands orders for $1,000,000,000 worth of produce, and, as I under- 
stand, most of it is for farm produce — ^for com, cotton, and wheat. 
Now, I think if the grain grower was enabled to hold his stuff oflF 
of the market and not compelled to sell that within 90 days' time 
that the situation would be relieved. I think we can do something 
to bring about the condition that will relieve the situation so that 
the farmer could come in and could supply the grain. And Germany 
wants 2,000,000 bales of cotton now. 

23497—20 8 
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The cotton crop of the United States is 5,000,000 bales short of 
what the world demands of us, and I do not think that the farmer 
of the United States should be compelled to dump his stuff on the 
market and let the speculator get it and tjie farmer have to set back 
and see cotton go back up within 90 days to $100 a bale. I think 
that that is an outrage. With the power we have got we should 
come to the rescue of the grain grower of the West and the cotton 

gower of the South, and we ou^t to do it regardless of how Gov. 
arding or Secretary Houston may feel about the matter. I am m 
favor of action, immediate action. 

. Grov. McKelvie. There is a further effect, not only the immediate 
loss to the farmer, but the further effect upon the morale of the 
farmer. That, really, after all, is the most important, it seems to me. 

Senator Norris. Uovemor, we are very much obliged to you. 

Gov. McKelvie. I thank you very much for the opportunity of 
appearing before the committee. 

Senator Harrison. Congressman Sumners wants to make a state- 
ment, I think. 

STATEMENT BY HON. HATTON W. SUMNEES, A REPRE- 
SENTATIVE IN CONOEESS FROM THE STATE OF TEXAS. 

Representative Sumners of Texas. Mr. Chairman, I do want to 
make a statement to the committee, if it has reached that point 
where it has no other witnesses to hear. 

Senator Norris. All right, Mr. Sumners, you may proceed right 
now. 

Representative Sumners of Texas. Mr. Chairman, I have attended 
all of the meetings of this committee, and through the courtesy of the 
Chair and of the committee have been permitted to participate in the 
interrogation of the witnesses. You have received full information 
as to the agricultural situation, and I shall therefore not undertake 
any contribution to that information. I would not avail myself of 
the courtesy of the invitation to address the committee but for the 
fact that during the process of this hearing it has been stated several 
times, in substance, that in the present emergency no provision 
should be made for the relief of agriculture which is not also made 
available for industrv and business generally, the reason given being 
that to make special provision for agriculture would be class legis- 
lation. In the first place, I shall assume the responsibility of under- 
taking to show that anything which could be done to relieve the 
present agricultural distress would not be class legislation, and, fur- 
ther, that the difficulties involved in the agricultural situation are so 
great that we can not hope to succeed if we address ourselves to the 
imdertaking with that sort of a conception as to our task. What 
can be done under the present circumstances will depend largely 
upon the mental attitude with which the task is approached. The 
determination of that attitude, therefore, is not only first in sequence 
but it is first in importance. 

With the permission of the committee, I shall therefore address 
myself to that point. 

Of course, all industries are interrelated and interdependent. No 
economic disadvantage can long operate against any one industry 
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without a sympathetic reaction upon all other industries. The effect 
of that reaction is proportionate, of course, to the relative importance 
of the industry directly affected and the extent of the injury which that 
industry has suffered. The importance of agriculture to all other 
industries is too well known to need conmient, even if it is rather 
vaguely known. The extent of the economic injury which agriculture 
has suffered, suffered to the extent of paralysis, is also known. The 
sympathetic effect of that injury is felt in the most remote part of our 
industrial body and the paralysis which first became manifest in agri- 
culture is moving, not creeping, but moving with rapidity over the 
entire industrial and business organism of the country. 

Not only does agriculture sustain toward all other business the 
relationship of one of the interrelated businesses which make up our 
national business structure, but it is to all business in many important 
sections of the United States, in a primary sense, the basic business. 
In a secondary sense, at least, it is a basic business for all sections. 
When one has under contemplation the doing of something for a basic 
business, it is as absurd to say of that contemplation that if executed 
it would be an act of favoritism and of local benefit, as it would be to 
say that when the farmer digs about the root of a plant and makes 
fertile and helpful the condition there, that it is an act of favoritism 
to the root, and an act of partiality against the stalk, the leaves, and 
the fruit of the plant, which draw their power to live, to grow and 
reach fruition, tnrough the vitality which that cultivation sends up 
through the root to Duild their tissues and make possible their pros- 
perity. 

Under the general strain upon our business structure incident 
especially to European conditions, it was as inevitable that agri- 
culture would be the point of breakage in the event of a break as it is 
inevitable that in a period of great flood pressure if the levee breaks 
the breach will be at its weakest point. It is well to remind ourselves, 
to make a mental note in passing, that the breakage also shows where 
the weakest point is. Wiien the levee has broken at a given point, 
and the crevasse is eating its way into the stronger structure, and the 
flood is sweeping over the back country behind the entire levee, it is 
no act of favoritism to those immediately behind the crevasse to con- 
centrate all available material and energy upon the point where the 
break has occurred. The self-interest of everybody, the selfish in- 
terest of everybody, demands that it be done. This talk about not 
wanting to do certain things for the farmers in this emergency because 
it would be class legislation is as absurd as would be the hesitation 
to turn the common water of a community on a house afire which 
threatens a general confla^ation. 

I know that agriculture is not the only business in distress, but it is 
the distress of that business more than any other, more than all others 
which is reflecting itself in injury upon the general business of the 
country. In that fact is found the common interest, upon that fact 
rests the common necessity, and out of that fact grows the common 
obligation, not to agriculture, but to the whole people of the Nation 
whose business is imperiled, to concentrate the resources of private 
and public energy upon the removal, if possible, certainly the removal 
as far as possible, oi tlrat menace. There is a difference between the 
right and the duty to use the public resources to deal with a public 
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danger and a public injury like this, and the ri^bt and the duty to use 
them to deal with that which is local and isolated in so far as the 
danger of its spread is concerned. 
I do not want to be misunderstood, Mr. Chairman. I would gladly 

fo to the relief of any legitimate industry in distress. But the point 
make is that when we come to deal with this great basic busmess, 
the root in a large measiu*e of our entke industrial plant, that busi- 
ness the prosperitjr of which reflects itself in every business and every 
home of the Nation, the adversity of which throws its shadows 
across every activity, we are not dealing with a class; we are not 
dealing with a part of our industrial plant merely; we are dealing 
at the root of tne plant and for the plant — every fiber, every leal, 
and every grain of it. 

The duficulties are appalling. I confess, Mr. Chaii-man, that I do 
not know whether we can overcome them or not, but I do know that 
we can not overcome them unless as a people we approach this 
task with a conscious knowledge of the public and general interest 
involved and the general duty imposed. The instincts of self- 
preservation, aroused by a knowledge of the situation, should compel 
the marshahng of the resources of money and of business and legis- 
lative genius of the Nation. 

It would be presumptious for me to undertake a complete enumera- 
tion of what can be done. Out of the common council of an aroused 
general interest constructive suggestions, I dare say, may come 
which have not at this time found expression. I do make these 
specific suggestions: First. In so far as the general Government is 
concerned, every possible aid and encouragement should be given 
to the various agencies which have been or may be formed to facilitate 
export commerce. 

Second. Either the War Finance Corporation should be put into 
operation with legislative direction to concentrate upon. the develop- 
ment of the facilities for agricultural exportation, or a new agency 
similar to that should be created with the direct and specific com- 
mission to embark upon that undertaking. 

Under our present circumstances it would be a fatal mistake, in 
my judgment, to put this agricultural necessity into direct competi- 
tion, for the limited capital of such an organization as the War 
Finance Corporation, with the more easily handled propositions 
which many completely organized businesses would tender for a 
share of this capital. 

Third. A most earnest effort should be made to procure the con- 
sent of the interested nations, to make their claim for indemnity 
against Germany and Austria subordinate to an indebtedness created 
by those nations for the purchase of raw materials. I speak especially 
01 agricultural products required to get into operation the activities 
which must be depended upon to earn the indemnity which the inter- 
ested nations hope to collect and to preserve the physical vigor of 
the people whose efforts will be required to operate tnose activities. 

Now, in addition to that 

Senator Norris. Now, Congressman, before you leave that point, 
it seems to me that one other thing is necessary. And in your re- 
marks, while you have not mentioned the countries, your remarks 
have been general, but you have in mind Germany and the other 
countries that were with Germany in the war. 
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Representative Sumners of Texas. Yes, sir. 

Senator Nobris. Under the treaty of Versailles, there was a 
reparation commission appointed and are acting now and they are 
riven the power to fix tne indemnity which Germany must pay to 
5ie AlUes. They have not fixed it yet. Now, can we hope for much 
reparation until they have fixed that amount ? In other words, won't 
it preclude Germany from even doiug her best to recover herself as 
long as she know» that this amount is not fixed and if she does go 
ahead without it being fixed and does something to show that she is 
getting on her feet and is able to pay, she realizes herself that the 
indemnity by her very efforts may be increased and her burdens made 
larger, so that to get her to work right, to give her the incentive, she 
ought to know in advance, and will have to know in advance, before 
she will do her best, it seems to me she should know in advance just 
what she ultimately will have to pay. Sheds not likely to make any 
serious efforts to put herseK on her feet if she knows that that very 
operation is going to increase the indemnity that she will ultimately 
have to pay. 

It seems to me that when we are speaking of Germany and her 
Allies that that one point, that we must expect that to be done before 
we can expect even those countries to do their best. 

Representative Sumners of Texas. Senator, I agree fully that it 
would be most highly desirable that the question of mdemnity should 
already have been fixed and should be fixed as quickly as possible. 

I understand that a gentleman has stated here that he was a repre- 
sentative of the German people or the German Government; that he 
now has a bona fide demand tor a large amount of the products of the 
farmers of this coimtry, which would amount to a large sum of money, 
if credit could be arranged for. 

Mr. Heflin. One bilhon dollars worth. 

Senator Norbis. That h what Mr. Prauer, who was a witness here 
claimed to have in his possession, a contract with Germany. Now, 
we did not examine the contract, and we did not inquire into it. We 
only have his word for it. Assuming it to be true, as he stated in his 
testimony, there are two things necessary; first, that the Allies should 
consent that Germany should be allowed to go in debt for what we 
have got to sell her for this billion dollars to be used as a credit over 
here for the purchase of our supplies to be sent to her, and that the 
Allies should agree that that oeDt should take precedence over the 
mdemnitv which she owes to the Allies. Now, those are two diffi- 
culties which we are not able to solve, of course. 

Representative Sumners of Texas. That is true. And, in so far 
?s I have been able to dis»)COver, Senator, there is not a single direction 
jn which we can start to find a remedy for this situation which has 
largely grown out of the financial exhaustion of Europe and the con- 
tinued political and industrial disorders there which does not con- 
front us with what seems to be almost insurmountable difficulties. 

Senator Norris. I agree with you. It seems that way because 
^Jicy are only looking at their own interest. But, of course, that is 
ior them to determine. 

. Representative Sumners of Texas. But, this is what I have learned 
|n my experience in life, that when we conclude that a thing ought to 
DC done and there is any sort of a chance to do it, we can hardly afford 
^ot to undertake it because there is involved in it what seems even the 



118 REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATIOy. 

probability of not succeeding. I have found a lot of times situations 
that by analysis from the outside seemed impossible when imdertaken 
it is found to be possible; and situations which seemed to be perfectly 
possible when undertaken, we run up against something that we could 
not get by. 

Now, my position in regard to this matter is that we ought to 
undertake it. We ought to undertake it for two reasons. We ought 
to imdertake it, because if it could be done, it would help the situa- 
tion, I think, without any question of a doubt. We ought to under- 
take it because of the present state of acute distress among the agri- 
cultural producers primarily, which is reflecting distress upon the 
whole comitry. 

You have already had, I think, fully presented, and we fully appre- 
ciate the importance of doing everything we can to liberalize the 
credit that may be available, and to increase the credit that may he 
made available for the agricultural producers who are holding their 
commodities, not against orderly sale — you take my own State with 
regard to the cotton situation, and this is the only statement I ani 
gomg to make about crop matters — during the first market months 
of cotton, this year's cotton crop, the surplus holdings of the Amer- 
ican mills, the European ports, and afloat for Europe, decreased 
nearly 800,000 bales. That means that they consumed out of their 
surplus 800,000 bales of cotton more than they added to their sur- 
plus by purchases. I think that that is where one of the mistakes 
was made, but that certamly docs meet any criticism that there was 
a holding movement for speculative purposes. Of course, that is 
almost beside the question, as it is a fact that the consumer is still 
out of the market. 

Mr. Hester, who perhaps is the greatest authority on cotton sta- 
tistics, says that in my State, Texas, we were during that time 
selling three-fourths of the bales of cotton we gimied. 

Now, at some later time, when this emergency has been passed, 
with the indulgence of your committee, I would like, if possible, and 
I would appreciate very much, the opportunity of discussing with 
this committee some things which I believe ought to be done to 
help to strengthen the industrial structure of the business of agri- 
culture. It can be done and ought to be done; but I realize that at 
this time you are in session for the purpose of trvmg to devise ways 
and means of meeting an emergency that not only imperils the agri- 
cultural industry, but threatens the industrial stability of the whole 
country. 

Now, if anybody would like to ask me any questions, I would be 
glad to do the best I can. «* 

Senator Harrison. I want to suggest right in that connection, 
your talk has been very interesting, and shows that you are very 
much in earnest in regard to this matter, and suggests one thought 
with regard to Germany and the other Central Powers. 

I was over in New York last week and I talked to a gentleman on 
the New York Cotton Exchange, and he told me that the cotton 
interests of Great Britain were selling the market short, the Liverpool 
interests were selling the market short, in order to beat down the 
price of cotton. Now then, I was told by another gentleman that 
the only cotton that Germany gets now she gets from England and 
through England. So, if the speculative interests of Liverpool and 
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Great Britain are selling our market short, they are taking advantage 
of a distressing situation over here and they are buying the cotton at 
a very low price and when they get this cotton they sell it to Ger- 
many at a figure which ia German money amounts to bearly $2 per 
pound. Now then, they are doing that and the farmer in the United 
States who produces the cotton is receiving a price that is 15 cents a 
pound under the cost of production. 

Representative Sumners of Texas. I will tell vou what I think 
ire should do. I think we should make Englana and France and 
their associates understand that if this condition of distress con- 
tinues to spread in this country, we will be brought to the necessity of 
insisting that their past due obligations to this country be paid. I 
beUeve — ^I am not a diplomat I Imow — ^but I tell you if we will use 
our agencies and our powers and approach this matter as we can, 
with a view that what we propose is in the best interest of the world, 
it does not impress me as a thmg which has in it such difficulties as to 
make it insurmountable. 

Senator Harrison. You propose to take advantage of a certain 
part of the treaty in order to do that ? 

Representative Sumners of Texas. To take advantage of every- 
thing we have got. . 

Senator Harrison. But, that is what you propose to do under the 
provisions of the treaty ? 

Representative Sumners of Texas. Yes. 

Senator Harrison. What would be the position of the United 
States in going to the Allies and asking them to give us certain pref- 
ence rights under a treaty that they have accepted and we have re- 
cused to accept ? 

Representative Sumners of Texas. Now, let's stay away from the 
treaty. "WTiat I would do would be to go to them as man to man, 
face to face, nation to nation, and say, ''Now, look here," 

Senator Norris. If I may be permitted — ^I do not want to get into 
a discussion with regard to the treaty, but I do not want that challenge 
to go imconsidered here. If we were parties to the treaty and had 
already agreed to this thing, we would be in a still worse shape with 
them than we are now, when we never have agreed to have these 
thin^ set aside. 

(Whereupon, at 12.20 p. m., the committee adiourned.) 
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XOHDAY, DBGEICBEB 6, 1930. 

Joint Session of the Senate and 
House Committees on Agriculture, 

Washington^ D. C, 

The Cominittee on Agriculture and Forestry, United States Senate, 
and the Committee on Agriculture, House of Representatives, met at 
10.30 o'clock a. m., in the committee room of the Senate Committee, 
Senator Asle J. Gronna, chairman, presiding. 

Present, of the Senate committee in addition to the chairman: 
Senators Norris, McNwy, Capper, Keyes, Smith of Geoigia, Smith 
of Soutii Carolina, and Harrison. 

Present, of the House committee: Representatives McLaughlin of 
Mich^an, McLaughlin of Nebraska, Tlncher, Riddick, Hutchinson, 
Voifft. 

iTLere were also present a number of other members of both the 
Senate and the House of Representatives. 

The Chairman. Mr. Meyer, I am informed that you wish to make 
an additional statement, and after stating to the stenographer your 
name, business and address, you may proceed in your own way, 

STATEMENT OF MB. EUGEVE METER, JE., FORMER MAH- 
AGIVG DIRECTOR OF THE WAR FIVAFGE GORPORATIOV, 
RESIDEVGE, VEW TORK GITT— Resumed. 

Mr. Meyer. Mr. Chairman, I had the privilege of presenting to 
this cominittee on Thursday last, at the rec^uest of the coinmittee, 
my views as to the resumption of the War Finance Corporation, the 
facts concerning its suspension in May, 1920, and the situation so 
far as financing foreign exports are concerned; and on Friday last 
the Secretary of the Treasuiy appeared and gave his views and 
explained and defended his poucies with respect to the War Finance 
Corporation, among other subjects. I was present during his 
testimony, and also at the hearing given to Governor Harding of 
the Federal Reserve Board, and have a few observations on the 
testimony of the Secretary of the Treasury which I beg to submit 
to the cominittee. 

The Chairman. The cominittee will be glad to hear vou. 

Mr. Meyer. I thank you, Mr. Chairman and gentlemen of the 
coinmittee. 

The Secretary's testimony, to a great extent, was a repetition of 
previous statements in explanation and defense of his policies, as 
expressed first in a letter dated September 29, 1920, and published 
in full in the Commercial and Financial Chronicle of New York on 
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October 9, and a^ain in a lengthy address to the American Bankers' 
Association at Washington on October 20, 1920. The only addition 
to his previous statements given here to your committee was his 
reference to the general advice on curtailing crops that he gave to 
the farmers of the country in the spring of 1919, when he was Secre- 
tary of Agriculture. This advice, he intimates, would have been 
very much to the benefit of the fanners had they followed it; but it 
appears they did not. One is apt to infer that Secretary of the Treas- 
ury Houston contemplates the plight of the producers of the country 
with somewhat greater equanimity on account of their failure to 
follow the admonitions of Secretary of Agriculture Houston. The 
Secretarv^s testimony before this committee constitutes a confession 
of complete impotence in the present great crisis. 

In support of his policv of inaction he continues to make state- 
ments which, were one inclined to characterize them in an unfriendly 
way, might be called misleading, but in view of the high office he 
holds, I prefer to describe them as inexact. 1 refer specifically to: 

First. His statement, continuously repeated during the past six 
months, that the War Finance Corporation was a war organization 
created for a war emergency. This, in spite of the fact that the 
powers to make advances to finance American exports were granted 
to the corporation by the Congress as a reconstruction amendment 
on March 3, 1919, four months after the armistice. These powers 
were to continue, according to the law, *^ until the expiration of one 
year after the termination of the war between the United States 
and the German Government, as fixed by proclamation of the Presi- 
dent. " This much to be desired event nas not yet taken place. 

Second. His repeated efforts to stigmatize the movement for the 
resumption of the War Finance Corporation as an attempt to restore 
inflated prices, when he must be aware, by this time, that the real 
question which is agitating the producers of the country is the prob- 
lem of the orderly marketing of our products. 

Witnesses before this committee have called attention to the fact 
that there were a great many American products that have no prices 
at all; that there are no markets for them. Tiierefore to the extent 
that it applies to those commodities it must be a question of market- 
ing, essentially. 

Third. The use of misleading statistics, such as the statement that 
the exports of cotton for the year before the war were between 
$600,000,000 and $700,000,000 and for the year 1919 amounted to 
$1,137,000,000, the point here being that the exports, in bales, for the 
year 1913 were about 33 per cent in excess of the exports for the year 
1919. 

This is a part of the confusion in that export situation arising from 
exports expressed in terms of dollars and exports expressed in terms 
of units of commodities; that is to say, bushels of wheat, pounds of 
oopper, and bales of cotton, or whatever it may be. 

Fourth. The statement that the war powers of the corporation ex- 
pired with the armistice. This, in spite of the fact that wJtien the rail- 
road appropriation failed in March, 1919, the War Finance Corpora- 
tion loaned to the railroads over $100,000,000 under its war powers 
during April, May, and June, 1919, more than six months after the 
-armistice, and that it has practically the same war powers as those 
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under which the President appointed the Fuel Administrator by 
authority of the Lever Act in November, 1919. 

Fifth. His statement that 50 per cent of the export finance loans 
which the Corporation actually made were made for the export of 
manufactured goods, and only 50 per cent for the export of agricul- 
tural products, whereas at the time the War Finance Corporation — 
activity — ^was suspended, its tentative applications from responsible 
parties involved tne export of agricultural products to the extent of 
300 per cent of the loans previously made on agricultural products. 

1 explained to the committee, Mr. Chairman, on Thursdaylast, liow 
it took a little longer time to get the machinery working to export 
agricultural products, because there is no export organization for 
agricultural products similar to those large organizations already in 
existence for handling exports of manufactured products. That is to 
say, there were not then, although they were coming into existence 
just at the time when the Secretary of the Treasury requested that 
the activities of the War Finance Corporation should be suspended. 

Sixth. His statement that in time of peace the Treasury should not 
be in the banking business, emphasizing always the banking end of it. 
This, in spite of the fact that the purpose of the amendment, in ac- 
cordance with the identical words ol the law, is ' ' to promote commerce 
with foreign nations through the extension of credits;" banking being 
purely incidental. 

Seventh. The statement that the Government could not compete 
with private bankers. This, in spite of the fact that an overwhelming 
proportion of the bankers of the country desire the aid and coopera- 
tion of the War Finance Corporation in the present crisis. 

I think I can say that without fear of contradiction, because I 
came to the American Bankers convention, held here in Washington 
October 20, 1920, where a nation-wide group of bankers was assembled 
and there was hardly a man but what was in favor of it. And I 
have had a trip through the country since then with Senator Calder^s 
Committee on Reconstruction, going as far west as Denver and as far 
south as New Orleans, during which trip I had an opportunity to 
question a very large number of bankers who appeared before the 
committee, and also interviewed them privately at dinners and at 
other opportunities, and the most of them, I might say practically 
without exception, were in favor of it. One banker in Chicago went 
so far as to say that they were passing through the most excrutiatingly 
painful period they had. experienced m 25 years, and that resumption 
of activity by the War finance Corporation was the one hope he 
could see on the financial horizon that would be helpful to the situa- 
tion. But the bankers of this country, as you may very well under- 
stand, are reluctant to express themselves publicly on a policy in 
opposition to the Secretary of the Treasury, who is also chairman 
of the Federal Reserve Board. 

Eighth. The holding out of great hope in connection with one 
export financing corporation now being formed under the Edge law, 
with $6,000,000 paid-in capital, and another whose formation is 
to be discussed on December 10 in Chicago. This, in spite of the 
fact that the leaders in both of these institutions are strongly de- 
sirous of the cooperation of the War Finance Corporation, a^id in the 
case of the Southern Cotton Export Corporation, the head has 
expressed himself as doubtful if it would be able to do very much 
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at an early date to relieve the situation without the cooperation of the 
War Finance Corporation. 

Ninth. The statement that the progress in connection with the 
formation of export financing corporations has probablv been re- 
tarded by talk of Treasury help. This, in spite of the lact that a 
leading banker of New Orleans, mterested in the new Cotton Export 
Corporation, testifying before Senator Calder's committee, in response 
to questions by me, stated that the formation of the Edge law export 
corporation had been delayed by the cessation of the activity oi the 
War Finance Corporation, and m spite of the fact that organization 
of several Ed^ law corporations was abandoned after the suspension 
of the War Fmance Corporation's activities. 

Tenth. The statement that the War Finance Corporation would 
have to accept all sorts of loans, whether or not material to the public 
interest and the needs of the nresent situation. This, in spite of the 
fact that the War Finance Corporation asserted and practiced the 
right to exercise its own judgment with respect to any and all loans, 
considering them from the point of view oi public policy in a broad 
way. For e:^ample, the Corporation refused to finance exports to 
South America and to China last spring on the ground that while 
we were shipping gold to these countries it would not be in accordance 
with public policy to give credits for exports to them. 

Eleventh. The statement that the War Finance Corporation had 
no funds except what it would borrow. This, in spite of the fact 
that the Corporation has $375,000,000 on deposit wim the Secretary 
of the Treasury. Any part or all of that is at the command in ac- 
cordance with a law passed by the Congress, of the board of directors 
of that Corporation, by resolution properly simed by the ofiicers 
of the company. I mention that not because I think that money 
should be used, but because I think it is an illustration of the inac- 
curate statements of the Secretary of the Treasury. I have always 
recommended that the financing needs of the Corporation, in case 
of resmnption, should be by raising funds through the issue of its 
own bonds, as we did in April, 1919, to the extent 6t $200,000,000, 
those bonds being at the rate of 5 per cent, at one year, to raise 
money when we thought we might need it in financing the railroads 
after the appropriation failed. 

Twelfth. The statement that the Treasmy should not be asked to 
take security which business would not take shows, as a matter of fact, 
that the Secretary does not understand the law, nor does he under- 
stand the work of the War Finance Corporation. He suggested 
before your committee that the War Finance Corporation should not 
be asked to take loans that business men did not take; this, in spite 
of the fact that the War Finance Corporation could make loans only 
to American business men that had already taken such security in 
connection with exports. 

Thirteenth. Finally, his statement about the difficulties of doing 
business with the Central Empires while a state of war existed 1 
stated to the committee in your absence, Mr. Chairman, the the board 
of directors had the right to finance certain transactions with refer- 
ence to the export of goods to the Central Empires, or to Germany, 
through ^Lmencan bankers entirely responsible, provided the policy 
of the Treasury and the State Department approved of such a course. 
That was not settled at the time of the susp^ision of activities. 



REVIVING THE ACTIVITIES OP WAR FINANCE CORPORATION. 125 

The Chairman. Would it be possible txuk) it under the Edge law ? 

Mr. Meyer. No banker has dared to ever raise money lor the 
financing of business with Germany. I do not see how any banker 
could do it with an unexpressed attitude on the part of the United 
States Government. 

Senator Smith of South Carolina. What, in your judgment, would 
be the possible attitude of the Government now, whUe we are tech- 
nically at war with those countries, in order to improve the situation 
you are discussing. 

Mr. Meyer. If this Government is permitting American business 
men to do business with Germany and it is legal to do it, I do not 
see why the War Finance Corporation, which does business exclu- 
sively with American citizens, snould not finance their business, if it 
is a le^al business — and if it is not a legal business, as I stated on 
Thiu^day, let it be stopped altogether. Let jis have a definite atti- 
tude on this question on one side or the other, on the part of the 
Government. A poUcy of permitting private business men to carry 
on business with Germany, on the one nand, and refusing to do it on 
the part of the Government, on the other hand, does not seem to me 
to be proper. 

The Chairman. If I do not misimderstand your position it is this, 
that if the agents of the Goverimient would give their sanction to do 
somethiQg along this line then something could be done under the 
provisions of the Edge law. 

Mr. Meyer. Well, the Edge law banks would have to raise money. 
If they merely used their capital it would be a limited assistance, 
but if in addition to their capital they had the help of the War Finance 
Corporation I think the whole situation of the restoration of our 
traae could be very materially advanced. 

Senator Smith of Georgia. Under their authority to issue ten for 
one on their capital stock, bonds, or notes they could help the situa- 
tion? 

Mr. Meyer. Yes; the matter woidd then involve passing upon 
their securities. 

Senator Smith of Georgia. The War Finance Corporation would 
be a tremendous aid to them in financing their notes. 

Mr. Meyer. Yes; the War Finance Corporation coidd agree to 
finance it themselves, or they could agree to finance it in case the 
public offering did not go — and that is the way\ when we were active, 
that we were operating for the most part. We even said, '' We will 
stand back of the proposition to try and get the money from the 
public/' and it helped them to get it. In many cases they got it all 
from the public and none from the War Finance Corporation. 

Senator Smith of South Carolina. Mr. Houston said, aocording to 
your brief, that the Government ought not to come in competition 
with the War Finance Corporation. 

Mr. Meyer. The War Finance Corporation, as I imderstand its 
function, is to cooperate in passing upon securities offered by foreign 
governments and m lending advice and assistance in these different 
matters. 

Senator Smith of South Carolina. That is what I understood the 
War Finance Corporation was created for. 

Mr. Meyer. You are quite accurate in your point of view. The 
Secretary's statement is inaccurate; it never did compete with 
anyone. 
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The Chairman. I want to be pardoned for interrupting you, Mr. 
Meyer, but I think it is an important matter and tnereiore I wiD 
take the liberty of asking 

Mr. Meyer (interposing). Ask me anything you wish, Mr. Chair- 
man; I am here to answer. 

The Chairman. I want your opinion because we value your opinion 
very highly, Mr. Meyer. 

Mr. Meyer. I thank you, Senator. 

The Chairman. As I understand, your opinion is that if we were 
at peace with Germany, that if we nad declared formal peace with 
Germany, it would be possible, at least to a limited extent, to improve 
conditions through the machinery which might be set in operation 
imder existing laws. Is that your position ? 

Mr. Meyer. It is. Nothing could be more helpful to a restoration 
of economic relations than formal peace. But 1 was trying to find 
a way to restore our economic relation through the War Finance 
Corporation during the reconstruction period, or the armistice period 
I would say. I understood that the Congress had that in mind, that 
this corporation should be created to do what it could to ease the 
transition period and improve conditions. 

Senator Smith of Georgia. But even if there were a formal declara- 
tion of peace yet under this legislation it was provided that you 
should continue for a certain period. 

Mr. Meyer. That is exactly right. 

Senator Smith of Georgia. Even if we had a complete termination 
of the technical war with Germany you consider that this institution 
is essential, or at least very important I will say, to continue for at 
least 12 months longer. 

Mr. Meyer. I think it could be extremely useful as conditions 
developed from time to time diuring the transition period. This 
transition has been deferred by the failure to declare a state of peace. 

Senator Smith of Georgia. I mean that if a formal declaration of 
peace took place you still regard the continuance of the War Finance 
Corporation as important. 

Mr. /Meyer. Yes, sir. You will remember the words I read on the 
first point, ''until the expiration of one year after the termination of 
the war between the Umted States and the German Government, as 
fixed by proclamation of the President." So when Congress passed 
the law containing those words you thought it would be necessary. 

Senator Smith of Georgia. Yes; that is the point. 

Mr. Meyer. I better reread article 13 as I have it here in my 
statement. 

''13. Finally, his statement about the difficulties of doing business 
witli the Central Empires while a state of war existed." On this 
point, he substantially repeated a statement made in a letter dated 
September 29, 1920, referred to above, in which a lengthy explana- 
tion of his policy concludes with the following sentence: "Matters 
are further complicated for this Nation by; reason of the fact that it 
has not yet concluded peace with its enemies, and has not yet Joined 
with the other great nations of the world in a cooperative enort to 
hasten the return of sound conditions and to allay the fears of the 
world as to the recurrence of other wars." Now, gentlemen, in 
criticising that expression 1 would like to say that I have no inten- 
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tion of entering upon controversial diplomatic matters in the Senate. 
But I do feel mat this, perhaps, is as important a point as any, for 
all the rest of his statement is negative in import, but in this explana- 
tion of the economic difhculties, published during the campaign. 
there is a directly implied method of remedy. One can not avoia 
the conclusion that the Secretary is pointing out to the farmers, as 
well as to the merchants and bankers of America, not only that this 
analysis of the situation indicates its solution, but that perhaps it is 
the only solution. One is loath to believe that the weapon of eco- 
nomic pressure, which is a feature of the League of Nations of the 
Versailles treaty (in fact, its ultimate authority has rested on the 
economic weapon), should be applied by an officer of the Govem- 
naent against the people of his own country to force them to accept 
his views on international relations, but in view of these words, how 
is such a conclusion to be avoided ? 

I can not believe that the staunchest adherent of the League of 
Nations will sanction this method of advancing the progress. 

For the benefit of the committee may I be permitted to review 
briefly a few essential points in connection with tne suspension of the 
War Finance Corporation and its possible resumption ? 

At the time of the suspension of the business of the corporation, 
opposition was expressed ojr a substantial part of the board of direc- 
tors, and by prominent business men and prominent bankers, inter- 
ested in financing exports, from various sections of the country 
without regard to geography or politics. Some of the leading mem- 
bers of the Democratic Party opposed the Secretary's action, as well 
as members of the Republican Party. His decision was taken on his 
ovm interpretation of the intent of the Congress at a time when the 
Congress was in session and the matter could have been submitted 
to the Ways and Means Committee of the House of Representatives 
and the Senate Committee on Finance for their views. This I asked 
him to do, but in vain. I went so far as to draw a bill to get a positive 
statement from the Congress as to the War Finance Corporation, and 
asked that it be submitted in order to test what the intent of the 
Congress was. This request was refused. I felt that if the Congress 
wished to terminate it then the Confess should have the right itself 
to do so, and I thought the introduction of such a bill would raise the 
issue and make it a matter of record as to what the intent of the Con- 
gress was. 

Senator Smith of Georgia. Was that suggestion on your part based 
upon the opinion that the War Finance Corporation ought to be 
terminated? 

Mr. Meyer. No, sir; it was based upon the opinion that it ought 
not to be terminated, but I thought if there was any question about 
it, and I felt that the Secretary of the Tj^easury havmg^that question 
in his mind, that he was entitled to consideration, and i thought that 
the Congress was also entitled to the consideration of having a chance 
to express itself thereon, and that the proper way to get the opinion 
of the Congress was by submitting the matter; and that the most 
definite way to get the intent of the Congress would be to subniit the 

Question by a positive act of legislation terminating the War Finance 
orporation. I could not suggest that we should come up here on 
the hill and ask that it be contmued. If the Secretary of the Treas- 
ury Wanted to continue it then there was no legal oDjection to so 
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doing, but if he wanted to stop it, and we thought it ought not to be 
stopped, then I thought this the best way to bring it up. I called in 
at the time and had prepared by the best attorney I could get, a 
member of our board, a bill in a form so that the subject could be 
brought before the Congress, and the Congress could give a definite 
expression of its intention as to the subject. 

Senator Smith of Georgia. You have continuously believed that 
the War Finance Corporation should not be suspended in its 
operations? 

Mr. Meyer. I so believed at that time and have believed it at all 
times. Senator Smith, the collapse in the commodity markets of 
this country was no surprise to me; it is no surprise to anybody who 
was acquainted with conditions. The market for finished products 
collapsed early in the spring, and yams became almost unsalable a 
little later on, and it was thought it would be only a short time there- 
after until cotton would be unsalable, as I stated, and I called the 
attention of the Secretary of the Treasury and made speeches to the 
effect that unless something was done the situation would be bad 
this fall. 

Senator Smith of Georgia. My reason for asking you was that in a 
private conversation I had with a gentleman it was claimed to me 
that you at first favored the suspension of the^ activities of the War 
Finance Corporation. 

Mr. Meyer. No; I never favored it. 

Senator Smith of Georgia. I did not accept the statement as accu- 
rate. I was citing your position on the subject early last week, 
before you came down here, and the reply made to me was, ^' Well, he 
has changed his position." 

Mr. Meyer. I never changed it. An assistant to the Secretary of 
the Treasury came to us and asked us to pass a resolution saying the 
board of directors had decided to suspend activities of the War 
Finance Corporation in aid of foreign trade. I said that could not 
be done because I for one would not vote for it, and that others would 
not vote for it, and that if its activities were to be suspended that 
action must be taken by the Secretary of the Treasury on his request 
and on his responsibility. And in accordance with his request and on 
his responsibility I wrote an annoxmcement, the first line of which was 
to this effect, '^At the request of the Secretary of the Treasury the 
activities of the War Finance Corporation are suspended.'^ You will 
fiijd that there is nothing in the statement which indicates that the 
board of directors decided to suspend operations. As a matter of 
fact, I pointed out the situation as to low-grade cotton in the south, 
and asked the Secretary if he wanted to do nothing else to at least let 
us help in financing the things that could not otherwise be moved, 
confinmg ourselves to simply such cases and awaiting the time when 
perhaps other assistance might be needed. Now, the word " sus- 
pension '^ was used in that annoxmcement, and if suspension means 
anything it means that there can be a resumption in case of need. 
Why was the word " suspension '^ used ? WTiy shouldn't it have been 
called terminated? I was not responsible for the annoimcement. 
The Secretary, jou will see if you read the announcement, assumed 
full responsibility. Of courae it would have been absolutely im- 
pessible for us to continue without the cooperation of the Secretary, 
oecause he, by the wording of the law, controls the finances. 
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Senator Harrison. How many members were on the board ? 

Mr. Meyer. At that time five. Mr. Cutchin, of New York, who 
had represented the Treasury Department in Europe or some other 
financial department, and was a colonel in the Army, but who had 
accepted in the spring the position of director at a very great sacri- 
fice and because he believed so much in the necessity of maintaining 
economic conditions. He had an unexpired term of a previously 
resigned director, and his term expired tne 18th of May, and as the 
Secretary of the Treasury by that time had made it clear he did not 
want the War Finance Corporation to continue operations, Mr. 
Cutchin did not allow his name ot come up, and I afterwards resigned. 
The Secretary of the Treasuiy is ex-officio chairman, Mr. McLean is 
managing director, and Mr. Cooksey the other dftector. I claimed 
then that the proper thing was to determine the desire of the Con- 
gress by presenting the matter to the Congress for its decision. On 
the question of policy, apart from the intent of the Congress, I sug- 
gested calling a conference of representative business men and 
bankers, including the economic representatives of the United States 
Government at tne Peace Conference to consider the question in an 
advisory way, but this suggestion was rejected. 

When the Congress passea the reconstruction amendment — ^I would 
like to call this the reconstruction amendment, because that is what 
you wanted it to be, but the Secretary of the Treasury calls it the war 
powers so much that I would like to have it called by this other name, 
, as that will clarify the thing a great deal — to the War Finance Cor- 
poration act, it did so, I bdieve, with a view to the possibilities of 
unbalanced conditions due to the rapid changes in our domestic and 
foreign markets; to the difference in the war time needs and peace 
time needs, and also to the post-war breakdown in the purchasing 
power of many of those countries prevlbusly accustomed to purchase 
irom the people. It is impossible to conceive that the Congress acted 
with an idea attached to a date so much as with an idea attached to 
a condition, a condition that still prevails, and is now perhaps more 
acute than at any time since the armistice. The Congress did so, 
perhaps, wi^h some regard to the idea which I expressed in my 
testimony, as follows : 

It (the amendment to the War Finance Corporation Act in connection with foreign 
trade) is not designated to displace private enterprise or to put the Government per- 
manently into general banking business. The amendment is limited as to time and 
as to purpose. It is intended, primarily, to help our own industry, our own labor, 
our own finance, and thus our own national well-being. Nevertheless, a prompt 
restoration of international trade will do much more; it will enable Europe to re- 
store its industry and employment of labor, and thus hasten its political and social 
peace. Unemployment and hunger are the surest sources of social disorder. 

In extending credits at this time to foreign countries to enable our industries and 
theirs to resume normal activity promptly, I believe we would be making a most 
important contribution toward international peace and prosperity, and that the 
results arising would benefit alike the country extending the credits and the coun- 
tries which received them. 

That, gentlemen, was the way I put it before the Senate Finance 
tWmittee, and as no other witnesses testified I take it that it is fair 
to say Congress had that idea too. 

At this moment our trade is upset and demoralized as it perhaps 
has not been in our history. Millions of people in Europe are suffer- 
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ing from a lack of material things, the inability to sell which is caus- 
ing distress to millions of people in our own coimtry. 

1 wish to make it clear that I do not believe the resumption on the 
part of the War Finance Corporation will cure all the woes of the 
world, but I do believe that its resumption will be one important step 
in remedying the congested state in the business of our agricultural 
production, in our industrial production, in our commercial proc- 
esses, and in our banking system; for let it be well understood that 
the policy of price-smashing has, by confession of the Secretary 
himself, produced no liquidation of loans, and Gov. Harding testified 
before the committee that our banking system would be helped by 
a more orderly mai^^eting of our production. 

I called attention at the heanng on Friday to the fact that at 
the time of the suspension of the War Finance Corporation, Edge 
law corporations were about to be formed on a considerable scale, 
actually in connection with certain business proposed to the Corpo- 
ration, and Gov. Harding stated that he doubted it, because there 
had been so httle action taken along these lines previous to the 
suspension. From an examination oi the facts, which I did not 
happen to have at hand when Gov. Harding was testifying, it appears 
that the Edge law was passed on December 24, 1919, and the regula- 
tions under which Edge Law Corporations could be formed were not 
published until March 23, 1920. The suspension of the War Finance 
Corporation allowed the bankers of the country only six weeks. 
More than two-thirds of the entire time between the passage of the 
Ed^e Law and the suspension of the War Finance Corporation's 
activitv was consumed in formulating the regulations under which 
the Edge Law corporations were to operate, if they were organized. 

If the War Finance Corporation resumes at this time, I beUeve a 
sonsiderable number of Edge law corporations will be formed and 
that their value to the pr^ent situation would be increased and 
accelerated by the cooperation of the War Finance Corporation. 
On this point I quote my testimony before the Senate Committee 
on Finance again, because it is exactly the. cooperation with such 
institutions that we had in mind, as follows: ' 

, This bill is designed to meet this unprecedented condition of the world's interna- 
tional trade, and should stimulate our bankers and our merchants to the greatest 
courage and the prompter action that is necessary to meet the emergency. 

In connection with the discussion of this problem, may I add that 
at this moment our finance and trade is more than a matter of 
business — ^more than a matter of finance — and above all things, it is 
certainly more than a matter of the outworn platitudes of students 
of political economv of the laissez-faire school, of which the Secretary 
appears to be an adherent. Let us not forget that the stakes involve 
the welfare and happiness of milUons of people on both sides of the 
water — and we are trying to raise $33,000,000 now to relieve starving 
babies, and while I do not like to say it, I believe there would be 
fewer starving babies to-day if the War Finance Corporation had 
been continued and much less suffering in this country. In the great 
crises of the war we suspended the normal rules for action under 
normal conditions in favor of exceptional rules of conduct in aflFairs 
made necessary by the prosecution of the war. We all share in the 
desire to have things return to normal, but I am not of those — ^nor 
do I beheve that you are, gentlemen of the committee — ^who think 
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that by merely acting as though things were nornial they will become 
normal. In order to restore normal conditions in the soundest and 
promptest way it is chiefly necessary to have a clear vision of the 
abnormal features of conditions and to keep the mind sufficiently 
flc9Hble to meet them. 

Civilization does not consist in letting nature have her way. On 
the contrarv, all that we value in civuized life has been achieved 
through the control and intelligent direction of natural laws in 
accordance with the needs of humanity. The Secretary of the 
Treasury considers that we should bow our heads to the inevitable. 
His disposition to bow to the inevitable, in my opinion, involves too 
ready an acceptance of conditions that can be, if-inot entirely cured, 
nevertheless considerably alleviated in the general interest. 

If the Confess authorizes the resumption of the War Finance 
Corporation, it should not stop with that action. It should, if I 
may suggest, proceed promptly to a consideration of the broad 
(}uestion of the economic condition of the country internally, and 
internationally. But this will take time, and I would respectfully 
recommend that for the present the resumption of the War Finance 
Corporation be determined with all possible speed. Not only wiU 
the funds available be helpful, but as an expression of attitude on 
the part of the Congress — ^as an evidence of its appreciation of the 
dire. necessities of the country — it will bo the most comforting, the 
most helpful, and the most healing event of the year. 

Mr. Chairman and gentlemen of the committee, I think I have 
stated what I have in mind on this subject, and I have tried to state 
it as I know it and believe it to be. 

The Chairman. Any questions, gentlemen of the committee ? 
[After a pause.] Mr. Meyer, the committee thanks you very much. 

Senator Simmons is here and the committee will be glad to hear 
him. 

Senator Simmons. Mr. Chairman and gentlemen of the committee, 
at the recent meeting of the governors ( f the States of the Union in 
the city of Harrisburg certam resolutions were .passed with regard 
to the questions which are undergoing investigation by this com- 
mittee. That meeting authorized the Governor of North Carolina, 
Mr. Bickett, who is here', to present those resolutions to this com- 
mittee. I would like to have the opportunity given him so to do. 

Senator Norris. Senator Simmons, may I suggest that we already 
have those resolutions in the record ? 

Senator Simmons. Probably Gov. Bickett wishes to make some 
statement in addition. 

Senator Norris. I know we will'all be glad to hear that. 

Senator Simmons. Perhaps he will wish to present the resolutions 
in connection with his statement. 

Senator Smith of Georgia. I move that the governor of North 
Carolina be permitted to present his resolutions and to make his 
statement. 

Senator Simmons. The governor was directed to present the resolu- 
tions, and I have no doubt he has in mind to make some observations 
of the result of the discussions which took place in that meeting of 
the governors. 

Senator McNary. Senator Smith, Senator Norris merely called 
attention to the fact that those resolutions had actually been printed 
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in our record, but I am sure he had no idea of preventing any pres- 
entation that Grov. Bickett has to make to this committee. 

Senator Norris. Certainly not. 

The CHAtRMAN. The committee will now be glad to hear Gov. 
Bickett of North Carolina. 

STATEMEITT BY HOIT. T. W. BICKETT, QOVEBITOB OF TEE 

STATE OF irOBTH CABOLIITA, BALEIQH. 

Grov. BiOKETT. Mr. Chairman and gentlemen of the committee, as 
the most of you know, the governors of the several States hold an 
annual conference, where there is a very kind and friendly exchange 
of views on matters in which the States of the Union are interest^. 
We met this year in Harrisburg, on the 1st of December, and of all 
the subjects discussed there this subject gripped the attention of the 
governors more than any other. The discussion was opened up by 
Gov. Harding of Iowa. There was pretty general participation in the 
discussion by the governors present. Then a committee composed of 
Gov. Harding of Iowa, Gov. Groodrich of Indiana, and Gov. Holcombe 
of Connecticut, and myself, was appointed to make a report — ^rather 
than a resolution — on the situation. We gave considerable study to 
the matter, and the report which you say you already have in your 
record is the result of our deliberations. If the members of the .com- 
mittee have read this report I will not read it now, but having been 
a member of the general assembly of my State I happen to know that 
the members of committees do not have an opportunity to read over 
everything that goes into a record under leave to print. It is very 
short, and I believe I will read it if there is no objection. 

The Chairman. You may proceed, Gt)v. Bickett. 

Gov. Bickett. I think the temper of the conference is correctly 
set forth in the preamble. This report was made, and I might say, 
in order to be entirely accurate, that it is wholly against the constitu- 
tion and by-lavv^ of the governors' conference to pass any resolutions, 
because it is only intended as a very friendly exchange of views. 
But we receive reports and discuss those reports, and this report was 
unanimously passed or adopted, but it was not in the shape of a 
resolution. 

Report on Agricultural Situation by Committee op Governors Assembled 
^ in Annual Conference at Harrisburg, Pa. 

Gov. T. W. Bickett said: 

As chainnan of the committee, I submit the following report: 

The financial situation in the whole country is cause for tne gravest concern but not 
for despair. All lines of business are realizing heavy losses, but the swift decline 
of prices of farm commodities to far below the cost of production threatens a national 
disaster. The situation demands infinite patience and forbearance and supreme 
wisdom and courage. Nothing but evil can result from anger or fear. , 

We believe that the tenseness of the situation can be relieved in several ways: 

(1) Let every individual do all he can to help and encourage his neighbor. Let 
there be a complete mobilization of the financial and spiritual assets of every com- 
munity. Neither God nor the Government ought to be asked to h^p those who do 
not first make every effort possible to help themselves. There ought to be a united 
effort in every community to keep any good man from being des&oyed because he 
can not immediatel^r meet his obligations. Under existing conditions it wou.d be 
the acme of inhumanity and of unwisdom to force any debtor into banloruptcy if by the 
most Uberal indulgence he would be ultimately able to pay. Business fauuieo Ho more 
than wreck business; they of times destroy man. 



EEVIVING THE ACTIVITIES OF WAK FINANCE CORPORATION. 133 

Liberal indulgences and renewals should be granted by the manufacturers to the 
jobbers, by the jobbers to the merchants, by the merchants to the individuals. It 
18 no time for a creditor to seize his debtor by the throat and savagely say, "Pay me 
that thou owest." 

(2) Let the Federal Government create a finance corporation of some sort that will 
enable the peo|)le of other lands to obtain from us the commodities tiiey so greatly 
need but for which they are not able to make immediate payment. We believe such 
a corporation to be entirely feasible and that its mere creation would substantially 
help the situation. 

(3) The Federal Reserve Board should be urged and authorized to advise all banks 
to adopt a liberal poKcy of renewals. The law authorizing six months credit on 
agricultural papers should be liberally construed, and renewals for a like period should 
be freely grsinted wherever it safely can be done. The real wealtii 6f me country is 
unimpau*ed. It would be suicidal policy to destroy this wealth by a peremptory call 
of loans. 

If necessary, the Congress should at once amend the Federal reserve law so as tc 
temporarily supply additional credit and afford more time to debtors in distress. 

We believe mat the general adoption by individuals and by the Government of the 
policies herein suggested would not only afford material aid but would at once sup- 
plant the gloom and the fear of the present with that confidence that is so vital to 
wholesome and successful business. 

T. W. BiCKETT, Chairman. 

One thing we call attention to is the present policy to call loans. 
I happen to know that down in my State of North Carolina there is a 
disposition, and the bankers say it is because of instructions approved 
by the Federal Reserve Board, to call loans. It seems to me to be a 
very foolish policy to kick the bung out of the barrel after putting 
the stopper in the faucet hole. The last time in the world to call on 
any man when you can indulge him consistent with safety is in 
such a situation as this. 

Senator Smith of South Carolina. Did your meeting of governors 
discuss the rates of rediscount of Federal reserve banks ? 

Gov. BiCKETT. No, sir; that did not enter into our discussions at all. 

Senator Smith of Georgia. Did you directly discuss the War 
Finance Corporation ? 

Gov. BiCKETT. Yes, sir. Of course, naturally all of us thought of 
the War Finance Corporation. • " 

Senator Smith of Georgia. As to the financial situation you thought 
of the War Finance Corporation as a financial institiftion to grant 
relief ? 

Gov. BiCKETT. Yes, sir; we need some kind of corporation like that. 

Goy. NoRRis. But you put your report in general terms? 

Gov. BiCKETT. Yes, sir. We put it in general terms in order to 
leave just as much latitude as possible to you gentlemen. 

The Chairman. You may proceed with your statement. Gov. 
Bickett. 

Gov. BiCKETT. Gentlemen of the committee, the situation with 
us in the South is more than distressing, it is tragic. It would be 
impossible for me to use words that would overstate the alarming 
condition that confronts the cotton farmer of the South. There 
is no market for cotton at all. The fact that cotton is bringing 
12 cents a pound to-day is because practically nobody is selling 
cotton. If cotton were being marketed in normal amoimts at the 
present time it would bring nothing. The seed is not bringing what 
it cost to pick it and for handling. Somebody has got to hold this 
cotton. I do not think the Government ought ever to interfere 
with the law of supply and demand to hold a commodity off the 
market. But I do thmk the Government ought to do everything 
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in its power to help the man who produces this necessary commodity, 
and of course otner necessary commodities, to hold them for the 
market. It is a question as to who is going to hold this cotton 
until the market opens up for it. Somebody is going to do it. It 
is not going at once to clothe the naked peoples of the world. And 
we think the man who made the cotton ought to be given assistance 
and enabled to hold the cotton until the market opens up and the 
world is ready to take the cotton that it needs. We have not made 
mor.e cotton this season than the world needs. There is a shivering 
necessity for more cotton than there is. At the conference in New 
Orleans last year we were told that if the South made less than 
15,000,000 bales of cotton this year there would be a world-wide 
calamity result. 

Senator Smith of South Carolina. And the president of the British 
Cotton Association reiterates it now. 

Gov. BiCKETT. Yes, sir. And the world is going to take this 
cotton just as soon as the international financial tangle can be 
straightened out and they will be able to buy something for which 
they are so sorely in need over there. Our farmers, I think, are 
possibly the most conservative set of people to be found in the 
United States. Less than 1 per cent of our population down there 
is foreign bom. They do not get excited about things. They are 

Siiet, conservative people; but this is a situation which is driving 
em to the point of desperation. They do not understand why it 
is that when they are not getting one-third as much for their prod- 
uct as they got a year ago, yet when they go to buy anything the 
merchant makes a great nryration because he has to make a reduc- 
tion of, say, 20 per cent. What they have to offer has been reduced 
300 per cent. As an illustration, one of the largest farmers down in 
Edgecombe County, a man Senator Simmons knows very well, a 
member of our present State Senate and the president of a little 
local bank, one of the most successful men we have, made 300 
bales of cotton last year; and he said he keeps books for his farming 
operations the same as he does for his banking operations ; and he is 
a scientific farmer, and says it cost him 27 cente a pound to make 
cotton this year. But in view of the situation which confronts him 
to-day what does he say, ''I am going to cease planting cotton. I 
am not going to plant a seed next year, but am going to plant my 
land in peas and com, and then am going on the New York Stock 
Exchange and buy 300 bales of cotton.'' 

Suppose this situation were to bring on a crusade throughout the 
South among the farmers who keep books ? Suppose they were to 
stop planting cotton at all and to say that they will go on the ex- 
change and buy for next fall's deliverNT froin the cotton that is 
offered? That would create a most distressing situation in this 
country and in other countries of the world. 

Gentlemen of the committee, the farmer feels that his voice has 
not been heard up here in Washington; that there has not been a 
sympathetic heanng given by the Treasury' Department in regaid 
to tnis matter — and certainly the Government ought to manifest 
every disposition that can possibly be manifested consistent vnih 
sound business principles to help him out of this great emergency. 

Senator Capper. Did this conference consider this suggestion: M 
to whether the Congress or the Government could provide relief hy 
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requiring the Federal Reserve Board to advance additional funds to 
the farmer, the cotton inan, and the wheat grower, and others, on 
warehouse certificates, temporarily? 

Gov. BiCKETT. Yes, sir. That is provided for in the report. It 
says that if necessary that Congress should at once amend the Fed- 
eral reserve law so as to provide additional credit to be extended 
temporarily to the farmer. 

Senator Capper. It was the opinion of the conference that that 
should be done ? 

Got. Bickett. Yes, sir; that it should provide additional funds 
and also provide for these extensions, and stop this command that 
has come down all the way along the line to make everybody settle 
up right now. 

Senator Smith of South Carolina. At the conference we held before 
the Federal Reserve Board and the Secretary of the Treasury, the 
Comptroller of the Currency made the statement, and published it, 
that there was a sufficient gold reserve for the issuance of two billions 
of doUars of additional Federal reserves if the board saw fit to do it. 
Something ought to be done by this Congress to meet that very 
situation. 

Gov. Bickett. I think so. 

The Chairman. If that is all, Gov. Bickett, the committee is verv' 
much obliged to you. 

Gov. Bickett. Gentlemen of the committee, I want to thank you 
for the opportunity extended to me to present this report and mak^ 
a few remarks thereon. 

Senator McNary. Mr. Chairman, Representative Sinnott, of my 
State, is here and desires to make a very brief statement. 

The Chairman. The committee wiU Tbe very glad to hear Repre- 
sentative Sinnott. 

STATEMEITT OF HOIT. ITICHOLAS J. SIlTirOTT, BEPBESEITTA- 
TIVE IN THE CONQBESS OF THE UlTITED STATES FBOM 
THE STATE OF OBEQOIT. 

Representative Sinnott. Mr. Chairman and gentlemen of the com- 
mittee, I represent a large wheat-growing district. Before I left 
home I had a conference with a man who buys a great deal of wheat, 
and who grinds in my town some 5,000 barrels of flour a day. He 
is a very conservative man, a good business man. He told me that 
he thought one of the troubles relating to the wheat situation was 
this, that England has retained its central buying agencies, and 
Great Britain buys as a unit. That enables Great Britain to domi- 
nate the price of wheat, particularly in this country, where the sellers 
are disorganized and have no central governmental agency to combat 
the central agency of Great Britain. I merely wanted to get that 
idea before your committee for your consideration. 

Senator Smith of Georgia. Does that mean that aU wheat exported 
to Great Britain now is bourfit for Government account ? 

Representative Sinnott. That is his opinion of the situation. 

Senator Norris. The statement has been made to me that that 
combination existed not with England alone, but with all foreign 
governments, that they had united. When the Secretary of the 
Treasury was on the stand here, I put that question to him and asked 
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him if therp was anything in it. I do not remember now his answer 
so far as his exact words were concerned, but it was to the effect that 
if there was anything in it he did not know it. 

Represenfative Sinnott. Mr. McCoy, the gentleman I am quoting, 
is the president of a large warehouse and muling company. jHe is a 
large buyer of wheat, and his warehouse almost dominates the wheat 
situation in that section. He tells me that the Government of 
Great Britain buys all of the wheat for that country. We have no 
control of the situation here. 

The Chairman. It is a policy that continues despite the fact that 
the war between England and Germany has been terminated. 

Representative Sinnott. I so imderstand. 

Senator Smith of (Jeorgia. It is a policy that weighs heavily on the 
sellers, for they have no organization. 

Representative Sinnott. Yes. 

Representative Hulings. That is as to exported wheat, but it 
would not necessarily make the price for wheat m this country, would 
it? 

Senator Norris. Mr. Chairman, I hope we will not get into a long 
discussion here on Mr. Sinnott^s suggestion, because in a few minutes 
we must recess in order to go to the Capitol for the opening of Con- 
gress, and I do not believe we ought to go into that detaiL 

Representative Sinnott. I merely wanted to get Mr. McCoy's 
statement into the record. 

The Chairman. The committee is much obliged to you, Mr. 
Sinnott. 

Representative Voigt. You consume more wheat than you raise in 
your district, don't you ? 

Representative Hulings. Naturally. 

Representative Voigt. I can see your viewpoint. 

Senator Norris. Mr. Chairman, I think it was the sentiment of the 
committee that time is really the essence of this matter, and that the 
committee ought to take some action. We have had no resolution 
before us, I will say. We have had a general discussion, and it has 
been exceedingly interesting and striking. The other evening after 
we adjourned, alter talking to one or two of the members of the com- 
mittee, I prepared a concurrent resolution, and I would like to say 
before I read it that I have tried to put nothing in here that would 
require the passage of any law. I thmk it is generally conceded that 
the War Finance Corporation, for instance, does not need a new law. 
The law under which it exists and worked has been suspended. This 
is just tentative, but I beUeve we ought to get down to the point where 
we could discuss some particular thing. I would like to read this 
concurrent resolution. 

The Chairman. Do so. 

Senator Norris. This is in the form of a concurrent resolution, and 
there may be a question whether we ought to have a concurrent reso- 
lution, or a joint resolution, but that, like everything else in here, is 
for the committee to say: , 

OONCURRENT RESOLUTION Expressing the opinion of Congress as to what action should be taken 
for the relief of tUe present depression in agricultural sections of the country. 

Whereas there exists in the agricultural sections of the country unprecedented and 
unparalleled distress on account of the inability of the farmers to dispose of the corn, 
wheat, cotton, and live stock now in marketable condition at prices that will any- 
where near pay the cost of production ; and 
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• 
Whereas the nations of Europe are in dire need of the agricultural products now in 
, possession of the farmers of this country, but are unable to purchase on account 

of existing financial conditions; and 
Whereas under an Act of Congress there was established the War Finance Corporation 

for the purpose of financing the exportation of American products to iaiTopean 

markets; and 
Whereas the activities of the War Finance Corporation were suspended in May, 1920, 

by an order of th6 Secretary of the Treasury; and 
Whereas the banks of the country are unable to extend credit to the farmers in order 

that the farm products may be held until they can be sold in a fair and reasonable 

market: Therefore 

Be it resolved by the Senate of the United States (the House of Representatives con- 
curring) y That it is the opinion of the Congress of the United States that the Secretary 
of the Treasury should revoke his order suspending the activities of the War Finance 
Corporation, and that said corporation should be at once rehabilitated with the view 
of assisting in the financing of agricultural products for sale in European markets. 

Resolvedf second, That it is the sense of Congress that while orderly deflation is de- 
sirable, that too rapid deflation is destructive, and that the Federal reserve bank, 
assisting through its member banks, should grant very liberal extensions of credit to 
the farmers of the country, thus enabling them to hold agricultural products untU 
a market can be obtained tbat will at least return to the farmers of the country, the 
cost of production. 

(Thereupon, after a brief informal discussion of the resolution, at 
11.50 o'clock a. m., the committee recessed untilS o'clock p. m.) 
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Sexatk axd HorsE ComtiiTEES ox Ai^iiTrx i-tt^^F., 

The Committ^ie on Agricultiire aiid Forestry of Xh^ Vnxi^}^ St^tos 
Senate and the Committer on Agriciilturo of tho Hou?;^ of K<^)>ri^- 
sentatives reconvened, pursuant to adjountmotit, at IC^O a> m.> in 
the room of the Senate Committer* on .V^oulturo and Koix^try^ 
Senator Elllison D, Smith, of South (^SuroUna, pre^idin$r. 

Pres^it: S^iators Gronna, Prance, McXary, Oapp<>.r. Ke\"<^s^ 8miU\ 
of South C^LTolina (acting chairman\ Smitli of Gyn^t^a, and Kf?>u- 
drick; and Repres^itative Tincher, 

Senator Smrn of North Carolina (acth^ chairman^ Senator 
Swanson, I beUeve you have certain represent^^tivo^ fn>m war Stat^e^. 
that wish to be heard in reference to the tobacci> situation ( 

Senator Swanson. Mr. John C, Blair, a member of the Virjtiuiii 
House of Del^ates and also president of the Tobacco (Growers As- 
sociation of Virginia and North Carolina, is present and desires^ to be 
heard. • 

STATEMENT OF MB. JOHN C. BLAIR, DANVILLE, VA., PRESI- 
DENT OF THE COUNTY FARMERS TOBACCO GROWERS' AS- 
SOCIATION OF PITTSYLVANIA COUNTY, VA. 

Senator Smith of South Carolina. Mr. Blair, if you are ready now 
you may proceed. Please give the reporter your "full name ami tttU 
dress and your business relations. 

Mr. Blair. John C. Blair, of Danville. Va., farmer luul nrtn^UloHt 
of the County Farmers Tobacco Growers Association of Pitli^ylvrthU 
County. 

Mr. Chairman and gentlemen of the committee, T am hore to nwk 
for something, but I can not tell vou people exactly whnfc we WHtit 
to ask for.. I can tell you our neeas. We tobacco growers nre badly 
in need of help. I can not suggest to you what you may do for \m, 
but I can suggest to you our needs and leave you to dooide for your- 
selves what to do. 

We are not getting anything near the cost of pro(hictioii for tobnoco 
in the bright belt. We think that one of the prime oau«o« IH thttt n 
large majority of our tobacco is common, and the market for that 
tobacco is poor. Dealers tell us that the main market for thi« com- 
mon tobacco is with the Central Powers -Austria, Germany, and 
those powers that we have not made peace with and have no trade re- 
lations with. Those dealers also tell us that on account of the foreign 
exchange and the lack of money on the part of tho«e pc^ople they 
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can not sell this tobacco. They are loaded up with it. They have 
absolutely got nearly all the tobacco on hand. Those dealers — we 
call them independent dealers^ the men who are not associated with 
the big companies those — ^men can not sell our tobacco. 

Senator Smith of Georgia. If credits could be given, if the export- 
ers were in a position to sell on from 9 to 12 months, do you under- 
stand from them that the tobacco would move and that it could reach 
the market; that is, if the exporters were in. a position to extend 
credits and give them good, fair security for the final payment ? 

Mr. Blair. Some of those thingi I can not answer positively, but 
I can say positively that if the credits were extendea so that those 
people could hujf our independent dealers, men who are not asso- 
ciated with the big companies, might sell that tobacco; but we abso- 
lutely have not any independent Buyers on the market now, -- 

We sell our goods at auction. A very fine crop of tobacco, a fine 
curing of tobacco, when it is graded will have some very common 
tobacco in it. Although you make a very fine crop of tooacco, the 
bottom leaves are common. Sixty per cent of the tobacco on our 
market a warehouseman' told me was bringing practically nothing, 
and yet some of our fine wrappers and fine cutters are going at from 
60 to 80 cents a pound. 

Senator McNary. What proportion of your crop has been moved 
this year ? 

Mr. Blair. Sold out of the farmers' hands? 

Senator McNary. Yes. 

Mr. Blair. Somewhere near half; that is, in our immediate sec- 
tion. Farther south more has been sold, but in our immediate sec- 
tion, what is called the old l^elt, they sold somewhere near half. Is 
not that right, Mr. James ? 

Representative James. I think that is the bright tobacco. 

Mr. Blair. That is the bright tol/acco. We believe, as the Senator 
has said, that if this credit were extended it would give us great 
relief. We believe also that the tax is too heavy on tobacco. 

Representative Flood. A great deal of the tobacco that is raised in 
Virginia is not bright. 

Mr. Blair. Oh, yes. We try to raise it bright all the time, but we 
can not always do it. 

Representative Flood. Very little of that dark tobacco has been 
sold. 

Mr. Blair. Very littl^ of it has been sold, and their prices are worse 
than ours, as I understand it. 

As I said at first, I am not here to suggest any remedies. In 
Pittsylvania County about 40 different local organizations were 
formed spontaneously, without pushing or anything of that kind, 
with about 2,000 members. Those people just came together because 
they felt something had to be done, and what they are aiming at is to 
raise less tobacco and more home supplies. That is what they are 
aiming for; they did not know what else to do. 

I shall not take up your valuable time by going on further. I think 

have stated enough for you to understand our needs. Those people 
came together in that way because they felt that something had to be 
done. The situation is very serious. We are selling our tobacco 
below the cost of production, and you know what that means. 
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Senator Smith of South Carolina. About what did your tobacco 
cost per pound to produce ? 

Mr. Blair. It has been figured out by a number of fanners and 
business men. For instance^ there is a Mr. Bryan, who owns four 
large country naercantile establishments. He was asked by one of 
the big companies to make an estimate, and he figured out what it 
cost him on lour or maybe five farms, and the average of the cost for 
those five farms was between $36 and $37 per hundred. His figures 
were very conservative. I think the average in our coimty womd be 
more than that. 

Senator Capper. Was that the war cost of production? y 

Mr. Blair. That is this year's crop of tobacco. That is what it 
cost, as many men have figured it out. The general average for the 
county is between 36 and 40 cents. I would think that 40 cents 
would be nearer the cost of production than 36 cents, because this 
man, being a fertilizer agent and getting all of his supplies at whole- 
sale prices, naturally could have produced his tobacco cheaper than 
the average man. And then, of course, he put his farm in at a low 
valuation. He priced one farm at $75 per acre, which he had refused 
$100 an acre for. 

Senator McNary. What are the present prices of the various 
grades of tobacco ? 

Mr. Blair. Well, not much sells under 3 cents a pound, and it 
goes on up. Take the common lug; that will bring about 3 or 4 
cents. Then take another common lug, called red lug — the prices are 
very uncertain, but that grade of tobacco which will be marked with 
one letter will range from 10 to 20 cents. 

Senator Smith of South Carolina. What is the average ? 

Mr. Blaib. The average price that it is bringing in Danville — they 
got as high as 29 cents a pound. It went down to about $4.60 last 
week; it has been declining the last two weeks. It had been advanc- 
ing somewhat before that, and we thought that maybe our organiza- 
tion had something to do with it, but it declined last week $4 and $5 
a hundred, down to about $25 or $26. 

Senator Capper. What would you say the average price was just 
before the war ? 

Mr. Blair. Just before the war it was a little better than that. 
The 1913 crop brought something more than that, but I can not tell 
vou just hpw much — around $35 or $36 a hundred was what it 
brought, and the cost of it was not half what it is now. 

Senator Capper. About what was the price, say a year ago ? 

Mr. Blair. A year ago they were astonishingly high. A year ago 
tobacco sold very high. It averaged $57 a. hundred on the whole 
year at Danville — somewhere around $57, and probably a little above. 

Senator Capper. That, of course, would be a very profitable price ? 

Mr. Blair. That was very profitable. 

Representative Flood. I should think that half of the tobacco 
that has been sold up to this year has averaged 25 or 26 cents a pound. 

Mr. Blair. Somewhere near that. The price of fertilizer has 
advanced about 100 per cent in the last few years. 

Representative Flood. How much fertilizer do you use on this 
tobacco ? 
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Mr. Blair. We count it per 1,000 hills, and we use about 200 
pounds to the thousand hills, and it takes about 4,000 hills to make 
ah acre. 

Representative Flood. What is the price of fertilizer now, and 
what was the price of fertilizer in 1913 ? 

Ml!. Blair. I would have to get that. I know what it is now; it 
is around $50 a hundred. It was a little more than half of that 
before. 

Representative Flood. About $28 a hundred ? 

Mr. Blair. Yes. 

Representative Flood. What is the relative cost of labor now as 
compared with 1913 ? 

Mr. Blair. Well, it is hard to say what the farm labor is, because 
we can not get the farm labor that we need. I believe the men who 
work on my farm as ''share croppers" — they get half. I furnish the 
teams, tools, and land, and I get half. If I get those men to work for 
me a day — that is the only way I can get anything done on my farm- 
it costs me $2.50 or $3 a day and board. 

Senator McNary. Have you had any night riders operating down 
in your district? 

Mr. Blair. Nothing at all of that kind; nothing spoken of. x\nd 
our organization is not going to speak of anything of that kind. 

Representative Flood. Wnat was the cost of labor in 1913 ? 

Mr. Blair. You could get men then for 75 cents a day. You could 
get them, too, and you can not get them now, and if you could get 
them you would have to pay four or five times as much. 

Representative Flood. Three or four huncted per cent higher? 

Mr. Blair. Yes. 

Representative Flood. What is the difference in the cost of farm 
implements? 

Mr. Blair. Take the Oliver chilled plow that you could buy at 
between $5 and $6 last year; I saw one sell at auction at $18. They 
are worth about $24. 1 think. The wholesale price of that plow 
before the war was, I think, about $6, and now it is $24. That comes 
near to the relative value of farming implements, gentlemen. 

Representative Flood. This crop of tobacco has been made with 
high-priced fertilizer, high-priced larm implements, and high-priced 
labor ? 

Mr. Blair. Yes, sir. 

Representative Flood. And it has gone down below what it was 
in 1913? 

Mr. Blair. Oh, yes; it is below that. 

Senator Smith of South Carolina. Do any of the committee desire 
to ask the witness any further questions? If 'not, we are much 
Dbliged to you, Mr. Blair. 

mr. Blair. I thank you gentlemen for your attention. 

Senator Swanson. Mr. Blair is the only witness we desire to present 
to-day. I desire, however, to put in the record some statistics with 
reference to the tobacco crop, covering the production by States in 
1914, 1919, and 1920, and the exports of tobacco to various countries 
for several years. To some of these central powers there has really 
been no export. Last year there were some exports, which made the 
price high, but this year the exports have stopped entirely. 
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Another thing I wish to say is that the price of tobacco has been 
affected by the tax on tobacco. The tax at one time was 8 cents. 
Subsequently it was made 13 cents a pound, and now it is 18 cents a 

Eound. The internal-revenue tax on tobacco at these hi^ prices has 
ad a tendency to affect it. 
I wish to have these statistics inserted in the record. 
(The statistics submitted by Senator Swanson are here printed in 
full, as follows:) 

Tabaceo, production bt/ States, 1914, 1919, and etlimatefor 1920. 
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Exporit of tobacco to countries menttoned^Contianed. 
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Senator Swanson. Congressman James is hSre. I do not know 
whether he wishes to say anything before the committee or not. 

STATEMEITT OF HOIT. BOBEB A. JAMES, A BEPBESENTA- 
TIVE IN COITQBESS FBOM THE STATE OF VIBQINIA. 

Representative James. I have nothing to say, except that I am 
from that section, and I know the shoe is pinching them down there 
and they are looking to you for relief. There are several ways of 
handling this situation that have been discussed by them, but no 
result has been reached. They just know that they are selling that 
product at below the cost of production, and the serious part of it is 
that it seems tobacco has taken a downward turn in the last week or 
two and the indications are that it will be still cheaper. It is their 
hope that you will be able to arrive at some means of giving them 
relief. 

Senator McNary. What is your remedy, Congressman ? 

Representative James. I have nothing spiecial to sTiggest. The 
condition with reference to the common grades of tobacco, as Mr. 
Blair has stated, is affected somewhat by the inability of Germany 
and Austria to take our goods. Our better grades go to England, 
France, and Japan, and are doing very well, but the Dulk of all our 
crops are the medium and lower grades, and there is no sale for them. 
.There is no market for them. We put them on the floor, and they 
are sold at auction and of course they go at the highest price. But 
then they have to buy them at a price that they can store them away 
in the hope of getting something for them. We have had tobacco 
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shipped over there that has come back. Tliey have no means of 
tamng it and paying for it; there is no credit. That is very hard on 
US; because the bulk of all onr crop is the medium and lower grades, 
and they sell for a doUar a hundred, some of them. 

Senator Kekdrick. Have you any recommendations to make 
about it? 

Representative James. No; I have just said I have no remedy to 
suggest. We can only give you the situation. 

Senator Smith of South Carolina. You are from the tobacco 
district ? 

Representative James. Yes, sir. 

Senator Smith of South Carolina. How much of this unwarranted 
and unreasonable depression in farm products do you attribute to the 
feeling at large that has been brought about by the cry all over, the 
country that things were too high, and everybody watching to see 
where the bottom would be ? 

Representative James. I do not think that has affected tobacco 
so much. They simply are not selling. The man that ought to buy 
it can not buy it. They are getting very good nrices for the better 
grades of tobacco still, but there is very little of that. Mr. Blair told 
you that the price had been $28 and $29 for that. Last week it was 
$25 and $26, so you see it is going down. The dealers have bought 
and can not sell, and consequently, as they have not an abundance 
of money, they can not carry it. Some of them are attempting to 
carry tobacco, store it away. They say it is always safe to du^ 
tobacco below the cost of production, and they have been buying it 
that way, thinking it would go to the cost of production. But these 
people have not any money, and consequently it has gone down. 

Senator McNary. Let me ask 5^ou a question, Congressman: Have 
you noticed any decline in the price of the finished product — cigars, 
smoking tobacco, or cigarettes ? 

Representative James. No; they have notified the buyers that 
there would be no decline in the price of their products — I mean the 
merchants and retail men. They have notified them that there 
would be no decline. 

Senator Smith of South Carolina. The manufacturers have noti- 
fied the merchants ? 

Representative James. The manufacturers have notified the mer- 
chants that there would be no reduction in the cost of their goods 
for the next 12 months, and that they could buy with impunity. 

Senator McNary. So the stuff that is bein^ sold at retail now was 
purchased at considerably less than the basis of the present retail 
price ? 

Representative James. I think not. You see, they do not work 
up tobacco immediately; they have to mill it and keep it in storage 
for some time, and they have not yet really got started to w^ork on 
the tobacco they bought last year. They will probably cany it 
over a couple of years or three years. 

Senator McNary. And then will these low prices be reflected in 
the retail prices of cigars, dgarettes, and things of that kind ? 

Representative James. Well, I do not know about that. They 
are holding it up arbitrarily, bv agreement or understanding, I 
suppose. There are only a few that control the tobacco trade, and 

23497—20 ^10 
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they have notified their customers that there >vill be no break in 
prices. 

Senator Smith of South Carolina. In other words, the manufac- 
turer who bought the high-priced tobacco a year ago will hold up the 
price of his manufactured article to such a point that he can get back 
the money he put in, while the man that produced the tobacco must 
take his loss and go ahead and make some more ? 

Representative James. Yes, sir. 

Senator Smith of South Carolina. Exactly; it seems to be the rule 
generally. 

Representative James. We think some trouble results from the 
limited number of buyers. There are only a few people that can 
buy tobacco. The independents can not buy until they sell, and 
they are not able to dispose of their crop, and so they are off the 
market entirely, and the price is entirely governed by what they 
choose to give. There is no competition on it. 

Senator Smith of South Carolina. So I suppose your recommen- 
dation would be to devise some means by whicn those who purchase 
the tobacco, those independent buyers who have bought it and are 
still holding it, may be enabled to hold it until the cost of produc- 
tion 

Representative James. Or they can sell it now and be able to buy 
more. 

STATEMEISTT OF HON. HEIOLY D. FLOOD, A BEPBESEFTATIVE 
IN CONQBESS FROM THE STATE OF VIBQINIA. 

Representative Flood. Mr. Chairman, I should like to inquire how 
long your hearings are going to continue. 

Senator SMrrn of South Carolina. The committee set this hour 
for this hearing on tobacco. 

Representative Flood. The reason I ask is this: The Farmers' 
Union of Virginia is in session in Lynchburg to-day, and the repre- 
sentatives of these other types of tobacco are in attendance at that 
meeting. They could come here to-morrow if the committee could 
hear them, and present their views in reference to that dark-fife type 
of tobacco, whicn is a very different type of tobacco from that which 
Mr. James and Mr. Blair have been discussing. It is largely an 
exported tobacco. 

Some relief for this situation might be accomplished, in my opinion, 
by arranging some credits with the foreign Governments that buy this 
tobacco. It differs from the bright tobacco in that it is exported 
largely to the different regie governments; that is, the governments 
that control the entire tobacco trade of their coimtries — ^for instance, 
Austria, France, and Italy. Only the lower grades of this tobacco 
are used in domestic manufacture and consumption. They are used 
in snuff. 

I have no doubt that the representatives of this type of tobacco 
would have some concrete suggestions to make of they could be heard 
here to-morrow. 

Senator SMrrn of South Carolina. What proportion of your crop 
is of this export grade? 

Representative Flood. The Virginia crop ? 
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Senator Smith of South Carolina. Yes. 

Representative Flood. Well, I should say that the dark-fife type 
and the sun-cured tobacco are practically half of the crop of Virginia — 
all of it north of Pittsylvania County and that row of counties along 
the North Carolina line. 

Senator Swanson. Virginia raises about 113,000,000 pounds of 
tobacco, and from 50 to 60 per cent of it would be of those darker 
grades. 

Representative Flood. I can get in communication with the rep- 
resentatives pf this darker type of tobacco and get them here to- 
morrow. I also have some suggestions that I can make, but I 
would rather make them after conferring with these men who have 
made a more careful study of the matter than I have. 

(On motion of Senator Smith of Georgia it was agreed that the 
committee hear further the tobacco growers to-morrow, Thursday, 
December 9, 1920.) 

Senator Smith of South Carolina. Can you name those Govern- 
ments that have a monopoly ? 

Representative Flood. Yes, sir; they are Japan, Spain, Italy, 
France, Austria, and Belgium. I suppose Austria still has that 
arrangement; Austria-Hungary had. 1 do not know about the 
arrangement now, but I suppose it is in both countries. 

Senator Smith of South Carolina. And all sales of tobacco are 
made to the Government ? 

Representative Flood. Yes, sir; through the agency here. 

Senator Smith of South Carolina. So that a Government agency 
here might help to formulate some plan ? 

Representative Flood. If the Government agents representing 
those Governments here are disposed to deal fairly with the pro- 
ducers — and I have found some of them were disposed to do so and 
others were not — the whole matter' of this crop of tobacco could be 
arranged, because there is no excess of this type of tobacco, and 
these Governments need it. If our Government is going to extend 
credit to them, it ought to see that those coimtries deal fairly with 
the producers of tobacco. I have often heard the suggestion made 
that the representatives of these regie governments come here aifd 
enter into a conspiracy with the buyers for our local manufactures — 
the American Tobacco Co., Reynolds, and others — to depress the 
price of tobacco. I think that situation should certainly be con- 
trolled by a little activity on the part of our Government. 

Here is a crop of tobacco that averaged last year 30 cents a pound. 
It was raised this vear with the expectation of a large price, with the 
tremendously high price of fertilizer and labor and agricultural 
implements and the enhanced price of the land, and now the farmer 
does not know what he can get. None of it has been sold, or very 
little of it, and they threaten the farmer with all sorts of prices. 
That that has been sold has not averaged over 5 or 6 cents a pound. 

Representative Tincher. It is in practically the same condition 
that the corn crop is in ? 

Representative Flood. Yes, sir; except this. There is no excess 
of this type of tobacco in existence. 

Representative Tincher. Well, there is not an excess of corn, 
^ow, would not the resolution that this committee has introduced 
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in the Senate, directing the War Finance Corporation to resume its 
operations pertaining to agricultural products, include tobacco ? 

Representative Flood. Yes; that includes tobacco, and I think 
that is a very wise proposition, and I think that to a great extent 
it will relieve the situation as to this type of tobacco. 

Senator Smith of Georgia. We have just named agricultural 
products. I think, Mr. Chairman, we should strike out agricultural 
products and restore it generally; for copper, zinc, or any of our 
exports that need the backing of th^ War Finance Corporation to 
help those who are ready to extend credits abroad, would be affected 
by the restoration of the War Finance Corporation. 

I think we shall iSnd when we come to act upon this measure upon 
the floor of the Senate or upon the floor of the House, if we cease any 
kind of class discrimination and broadly ask that the W'ar Finance 
Corporation resume operations, and ^ve the backing of this great 
reservoir of $1,000,000,000 to the vanous exporters and the various 
financial organizations of the country, they will feel that they have 
got something to faU back on for help if they need it. 

Now, that is the great value of this War Finance Corporation; 
not simply the money that it immediately extends, but the courage 
and the assurance it gives to others. And I believe before we get 
through we will broaden it and simply provide that the War Finance 
Corporation resume operations. 

Representative Flood. I think that agriculture has received the 
worst blow in the faU in prices, and deserves the first protection. 
I have no objection to this measure. I want to say, Mr. Chairman, 
that I am just as much interested in protecting the price of our corn 
and wheat as I am tobacco, not only because I am interested from 
the standpoint of the whole country, but because half of my district 
is in the valley of Virginia, and a very large quantity of com and 
cattle is produced there. 

Senator Swanson. I wish to say also, with reference to these 
regie contracts, that individuals can not deal with these foreign 
Governments, the Austrian Government, the Japanese Government, 
^d the Belgian Government, and these governments that have a 
monopoly of the tobacco business. Some relief ought to be given 
the producers as against these government monopoHes. I would 
like to have the committee look at that phase of it in connection 
with this legislation. I want the committee to consider that the 
producers can not deal with individuals where they have these 
monopoUes, but they must deal with governments, and they are 
absolutely at their mercy. 

Senator Smith of Georgia. Would not the details of any plan rest 
with the War Finance Corporation ? 

Senator Swanson. I think so. 

Senator Smith of Georgia. And the existence of this governmental 
organization, prepared to give these credits, will, meet the very 
difficulty that the Senator from Virginia mentioned. 

Senator Smith of South Carolina. The committee has agreed to 
hear further the tobacco growers to-morrow at 10.30. 

Senator Swanson. I thank you very much, Mr. Chairman. 

Senator Smith of South Carolina. Senator Capper has indicated 
that there are certain agricultural interests from the West that de- 
sired to be heard this morning. 
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Senator Capper. I would like to have you hear Mr. Thompson. 

Senator Gronna. Mr. Chairman^ I overlooked the fact that last 
night I promised Senator Walsh that Mr. Hagenbarth, of the wool- 
growers, might be heard briefly this morning. 'Now, Senator Capper, 
if your friends are pressed for time perhaps they would be willing 
to yield to them. 

STATEMENT OF MB. F. W. THOMPSOIT, VICE PBESIDElf T MEB- 
CHANTS LOAlf & TBXTST CO., CHICAGO, ILL.; ALSO PBESI- 
DENT FABM MOBTGAGE BAHKEBS ASSOCIATIOlf. 

Mr. Thompson. I think my statement will be very short, gentle- 
men; it will be the statement of a remedy and nothing else. I shall 
not encroach upon your time. 

I am vice president of the Merchants Loan & Trust Co., of Chicago, 
and vice president of the Farm Mortgage Bankers Association. I 
have been associated with farmers for tne last 15 years. 

I listened with a good deal of interest to what Senator Smith had 
to say with reference to the situation, and he practically took my 
speech out of my mouth. I have this to say, that the problem of 
tne farmer is the problem of the banker, the country banker. I have 
been one. I have had 10 or 15 years' experience in the country bank- 
ing business. I was a bank examiner in the State of Iowa for four 
years, and I know what I am talking about when I say that there is 
no common bond greater than the bond between the farmer and his 
rural banker, social or financial. So that if the farmer has a problem 
it immediately reflects itself in the country bank with which he does 
business. 

I have seen all sides of country banking, and I am now engaged in 
the business of a large bank which, in turn, does business with these 
smaller banks. You gentlemen may or may not know that it is the 
business of the bankers in reserve cities to attempt at least to regu- 
late the loans that they make to country bankers upon their balances, 
somewhat after the fashion of the Federal reserve bank. In other 
words, if a man Jias $15,000 credit with us, we think he is entitled to 
around four times that amount in case of stress; that is, a $60,000 
credit. 

The Federal reserve bank establishes a basic line upon which they 
may make loans. They figure it out something like this: A member 
bank can ask for and is entitled to credit upon the amount of the 
reserve it has with the Federal reserve bank, less 35 per cent, which 
the law requires the Federal reserve bank must carry, plus his con- 
tribution to the stock of the Federal reserve bank multiplied by two 
and one-half. In other words, a man having $100,000 balance is 
entitled, if that average balance is maintained during the month, to 
a loan of around $175,000. 

Now, they get that, and they have been getting more than that; 
member banks have been getting more in this great western country 
of ours, and in fact in the southern country as well, from the Federi ' 
reserve banks: but it is a fact that they have recognized the stret^ 
tbat has been placed upon them and that they have extended theiw^ 
credits beyond what the law contemplates. 1 have figures to sub- 
stantiate that statement. 
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Now, there are more State banks in this country than there are* 
national banks, and so State banks come to us and they say, ''We 
have to have credit. '\ **A11 right; we will just base it upon your 
reserve that you carry with us, because that is the basis of our loaning 
power. How much do you want?'' ''Well, I have- got to have so 
much money." 

Well, now, we have loaned State banks — ^when I say ''we'' I 
mean the banks in such towns as Topeka, Atlanta, Memphis, St. 
Louis, Des Moines, Sioux City, Denver, any of these towns that are 
represented in the so-called reserve sections — ^we have loaned these 
men a vast sum of money, and gentlemen, the money that we loan 
to a State bank to-day is absolutely frozen. We can not get credit 
on it, because it is not rediscountable or eligible at a Federal reserve 
bank. But we have continued to do that up to a point where it 
is getting dangerous to the country bank. We have collateral, and 
90 per cent of it — and I am just one of that type — ^90 per cent of 
it is coUateraled by farmers' paper. 

Senator Gronna. I was going to ask you, Mr. Thompson, for 
the remedy. 

Mr. Thompson. I am just coming to that. This is an attempt to 
indicate whv I think this remedy will work out. 

I think that the War Finance Corporation, if it is premitted by 
law to rediscount paper, should have the power to rediscount this 
frozen paper that is not ehgible for discoimt with the Federal 
reserve oank, thus releasing tne pressure that has been put upon 
country banks all over the country, and to that extent I tnink that 
two hundred, three hundred, or possibly five himdred million of 
doUars will be required. That money would be rediscounted and 
indorsed by the best banks of the reserve cities of the United States 
to-day. lou can absolutely assure the repayment of those redis- 
coimts within one year, because we have the credits when they are 
moved, and they can surely retire all that it will be found necessary 
to rediscount with the War Finance Corporation. 

Now, the War Finance Corporation as it is constituted to-day 
can not do a foreign business, as I understand it, without some 
amendment to the law. 

Senator Smith of Georgia. What do you mean by that? 

Mr. Thompson. I mean they have no right to make loans 

Senator Smith of Geoi^ia. They have the express authority under 
the amendment which we passed in March, 1919, to use a billion 
dollars to aid those engaged in the export business. 

Mr. Thompson. I am very glad to know that. 

Senator Smith of Georgia. We put in that amendment, the 
Finance Cornmittee of the Senate reported that amendment in 
March, 1919, and they are authorized to utilize their paper to raise 
a billion dollars, to be devoted exclusively to the export trade or 
to financing the credits that are essential for exports. 

Mr. Thompson. That is fine. I say amen to that. 

Senator Smith of Georgia. Now, if they could move some of 
these farm products, if they could start the currents of trade by 
giving these credits, that would liquidate your paper? 

Mr. Thompson. It would in time. 

Senator Smith of Georgia. It would help inunensely. 
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Mr. Thomlipson. It would help immensely. I agree with you 
on that. 

Representative Tincher. Mr. Thompson, you remarked that a 
State bank's paper in your hands is classified as frozen paper/ I 
suppose yon are a member of the Federal reserve system? 
Mr. Thom:pson. I am; yes. 

Representative Tincher. Do you mean that under the law it 

'. would require an amendment to our Federal reserve law to enable 

the Federal reserve bank to take that paper, you being a member, 

for secxmity, that security being taken from a State bank that is 

not a member? 

j Mr. TnoiiPSON. That would help. 

Representative Tincher. Here is the point I am making. As I 
understand the Federal reserve law now, you can take the paper 
from a n.onmember bank and you, being a member bank, can use 
that paper? 

Mr. Thompson. As I understand it, we can not. 
Senator Smith of Georgia. Being a member, you have the right to 
indorse it, just as you could indorse a merchant's paper. 
I Mr. Thompson. They won't do it. 

Representative Tincher. That is. a matter of administration, and 
j not a matter of law. The law permits them to do that. 
J Mr. Thompson. That is all right; I am not asking you to do that, 
\ Senator Smith of South Caiolina. Do you think that is an arbitrary 
rule tliat has been adopted to force State banks into the system ? 
Mr. Thompson. I think it is. 

Senator Smith of South Carolina. That is what we want to get at. 
Senator GRONNi^ . While you are on this question I want to add 
this to what Senator Smith stated with reference to this billion dol- 
lars. On November 30, 1920, there was a balance due fom the Treas- 
urer of the ITnited States of $374 313,493.89, which of course could be 
used immediately, so that the Finance Corporation is not without 
funds. 

Mr. Thompson. That is a good point, Senator. 

Senator Smith of Georgia. But i do not tliink a dollar of that would 

have to be used from the Treasury. I believe their paper can easily 

be handled, as it has been handled before, backed by this credit in the 

Treasury, making this paper that much better paper. And nobody 

questions the fact that the War Finance Corporation can handle 

Mr. Thompson. I do not think we have any differences about that. 
What I am principally interested in is what we can do now, not what 
will take place three or four or five months from now. I tell you the 
situation of the coimtry banks to-day is desperate, and the banks are 
failing throughout the coimtry. A bank m Iowa was reported — I 
know the bank; I used to examine it. They put a sign on the door, 
*'We can not collect our bills; we are closed.." 

Senator Smith of Georgia. In other words, if the War Finance 
Corporation, with its capital, would take this paper that is not re- 
discountable at the Federal reserve centers you would liquify the 
matter ? 

Mr. Thompson. At once, and that would help the country bank 
situation tremendously. 

Senator Smith of 6eoi^ia. Whv is it that you being a member 
bank, they decline to rediscount this paper from the country banks ? 
Mr. Thompson. I do not know, Senator. 



I 
■ 

\ 



152 REVIVING THE ACTIVITIBS OF WAR FINANCE CORPORATION. 

Senator Smith of Georgia. Don't you understand that the law 
authorizes it now ? You are a member bank in the Federal reserve 
system, and have the right to rediscount vour paper with them. Of 
course you are limited as to the length of time. Your farm secured 
' paper runs six months, and your ordinary paper not more than 90 
days. Your paper must be of a character lalnng within the liquid 
provisions of the Federal reserve banking act. 

Mr. Thompson. May I state, to the contrarv of what seems to be 
the impression, that a farmer turns his capital in one year; that is a 
mistake. A farmer turns his capital about once in four years, and 
that six months' provision is a farce so far as the average farmer is 
concerned. 

Senator McNary. Are you speaking of his liquid capital, or the 
capital that is invested ? 

Mr. Thompson. His invested capital. 

Senator McNary. That is a different proposition entirely. 

Senator Smith of Georgia. That provision was not intended to 
reach invested capital; that was put in to facilitate credits for the 
production of his crop, upon the theory that the crop took six months 
to raise. 

Mr. Thompson. It really takes, longer than that. Senator; they do 
well if they get through on a year. What I say is that a frozen credit 
means loans made to country banks and based upon farmers' paper 
that will extend beyond the six months' period. 

Senator Smith of Georgia. They can not materiaUze at all on 
their farmers' paper, and therefore they can not pay you ? 

Mr. Thompson. No. 

Senator Smith of Georgia. And therefore your paper taken from 
them is in no sense liquid, but frozen ? 

Mr. Thompson. It is frozen. 

May I also say this ? I see the Treasury Department has author- 
ized a new issue of certificates bearing 6f and 6 per cent, and they 
are asking the bankers to take this paper, to take these certificates 
liberally. Now, when you stop to think that a countrv banker is 
pajing 4 per cent on his time certificates and he is asked to take 
this paper and put it out, he naturally takes that certificate and slips 
it in the place of a United States certificate. That is on top of the 
fact that ne is unable to coUect from his borrowers. I tell you the 
situation demands iinmedi^te reUef . 

Senator Geonna. Is it not true that what we need more than any- 
thing else is an outlet for our products ? 

Mr. Thompson. Ultimately so. Senator. 

Senator Gronna. Not so much in asking some one to take this 
paper, or to give value received or to get expenses, but to get money 
out in the country, something that can be used to pay debts with. 

Mr. Thompson. I absolutely agree with you. 

Senator Gronna. Before you go any further, Mr. Thompson, I 
want to say you are mistaken about the provisions of the law and 
the powers of the Finance Corporation. I ask to have printed 
section 21 (a), which reads as follows: 

That the corporation shall be empowered and authorized, in order to promote com- 
merce with foreign nations through the extension of credits, to make advances upon 
such terms, not inconsistent with the provisions of this section, as it may prescribe, 
for periods not exceeding five years from the respective dates of such advances. 
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This is a corporation with a capital stock of $500,000,000, and it 
can go on and issue its bonds and certificates to an amount of six 
times its capital stock. 

Mr. Thompson. I understand it; it can multiply that by six times. 

Senator Gbonna. It specifically Drovides that they can do the 
very things that we under this resolution are hoping they may do; 
namely, to deal with foreign nations. 

Senator Smith of Geoi^a. But you are asking for stiU further 
relief? 

Mr. Thompson. I am asking for immediate relief. 

Senator Smith of Georgia. You approve most cordially of the 
resumption of work by the War Finance Corporation ? 

Mr. Thompson. I most certainly do. 

Senator Smith of Georgia. But you also want it to have authority 
to aid in liquidating for you this frozen paper ? 

Mr, Thompson. Not for us, but for the country. 

Senator Smith of Georgia. I do not mean for you; I mean for your 
class. 

Mr. Thompson. I understand ; yes, sir. 

Senator Smith of Georgia. To aid in liauidating this frozen paper, 
that the country bank may be saved ana that the farmer also may 
be saved ? 

Mr. Thompson. Surely. When the country banker is relieved, he 
says, " Why, Bill, I will carry you just as long as these fellows will 
carry me." 

Senator Smith of Georgia. And your suggestion is an additional 
remedy for the immediate emergency? 

Mr. Thompson. Yes, sir. I want to say another thing. I would 
be in favor of limiting the rate of interest at which a piece of paper 
would be rediscountjS)le at the War Finance Corporation, so that 
there would not be a dollar of profit to the man that discounted the 
paper. We want to relieve the situation in the country, and it needs 
it, gentlemen. I am not an alarmist or anything of the kind, but I 
do know some of the problems that are to-day affecting the banker in 
his demand upon the farmer tbat he pay and the demand upon the 
city banker that he deflate, and they are all up in the air. 

Representative Tincher. Mr. Thompson, there is a movement on 
foot by the Federal Reserve Board to cleflate the currency. They do 
not need any amendment to the Federal reserve act to enable the 
Federal reserve bank to take nonmembers' paper from you, a mem- 
ber bank. 

Mr. Thompson. I understand you on that. 

Representative Tincher. You are in favor of the Federal reserve 
banks resuming as well as the War Finance Corporation resuming, as 
I understand you ? 

Mr. Thompson. On eligible paper, yes. 

Representative Tincher. Suppose they are successful under this 
arbitrary rule of not permitting non-member banks' paper to be 
discounted in the Federal reserve banks. That will force all of the 
State banks* reserves into the Federal reserve banks, will it not ? 

Mr. ThoiiEPSON. Naturally. 

Representative Tincher. And that would enable them then to 
deflate the currency, as they term it, at their will and pleasure — if it 
is all in their banl^ ? 
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Mr. Thompson. Yes. 

Representative Tincher. Now, what the farmer really needs 



see if I am right about this. One farmer has 40 bushels of corn. 
Another farmer has a steer. The farmer that has the corn*can not 
buy the steer, and the farmer that has the steer can not buy the corn. 
No matter if he could take the com and make a dollar a bushel out of 
it by feeding the steer, he can not do it 

Mr. Thompson. Yes; he can. 

Representative Tincher. You mean he can get the credit? 

Mr. Thompson. YeSj sir. 

Representative Tincher. I am glad to hear that. 

Mr. Thompson. We have told our people that if they have either 
the corn or the cattle or the hogs and lack money for any one of them 
we will furnish the money, providing that it is ear-marked so that we 
know it is going to be liquidated at its maturity. The Federal 
reserve bank is doing the same thing. We got authority from the 
head of the Federal reserve bank of the seventh district — the 
Chicago district. I said to him, "If a bank has its basic line at 
present, what will be your attitude toward an increase, providing that 
that increase represents the feeding of corn to cattle, sheep, pigs, or 
whatever it may be, provided that that man who borrows from his 
local member bank and whose paper is rediscounted at the Federal 
reserve bank gives a lien upon either the corn or both the cattle 
and the com and gives a definite security which does not extend 
beyond six months ? Will you take that paper V[ He said yes. 

Representative Tincher. Well, he says that, but the man that 
has got the cattle 

Mr. Thompson. He has been unfortunate, probably, in going to 
somebody that has abused his privilege in the Federal reserve bank. 

Senator Gronna. Let me sav this. I dislike very much to be a 
witness before this committee, but let me tell you what happened in 
St. Paul the other day. Since you have brought this up, I think I 
might just as well tell the truth. 

We had over a hundred head of large cattle which we shipped to 
St. Paul. We foimd the markets demoralized, and we wanted to 
ship them to Chicago, or to Illinois rather, and feed them. We could 
not get a loan of a dollar on those cattle. 

Mr. Thompson. Whom did you ffo to. Senator ? 

Senator Gronna. We went to tne people right there in St. Paul 
and Minneapolis, and they said they were not advancing a dollar on 
cattle. The ninth Federal reserve district does not furnish any 
money to the producers of the country. 

Mr. Thompson. Then there is something wrong with the ninth 
district; that is all. That might be attributed to bad management 
out there; I can not tell about that. 

Senator Gronna. I just want that to go in the record, that the 
country is not being supplied with monej^. The feeders and pur- 
chasers of cattle. are not oeing furnished with money. 

Representative Tincher. I am told, Mr. Thompson, that the 
leading stock men of Kansas, men who have financial ability, can not 
borrow as much as $10,000 for either of the purposes I have men- 
tioned through the Federal reserve system. 

Mr. Thompson. Does not this all come back to the point that these 
banks have all ove* -extended themselves on paper that is not liquid? 
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They have so much of it on hand at the present time that they have 
ruined their chances to loan anything upon actual need^. 

Senator Gronna. Do not misunderstand me. So far as my little 
institution is concerned, we do not belong to the Federal Reserve 
system. We a^e not complaining about that. We do not owe them 
a dollar, of course. But I am not speaking now of a single case; I 
am speaking of conditions as they exist in the western country, and 
especially in the ninth district, and the governor of that institution 
there has for more than a year made it his business to preach defla- 
tion and the withdrawing of loans. I know the object of that. I 
am ready to face him ana discuss the question any time. 

Mr. Thompson. As a general proposition, it is a poor time in hard 
times to call for deflation. The time to call for deflation is when 
things are good, to keep them from speculating. 

Senator Smith of South Caiolina. Is it not your opinion that this 
universal ciy of deflation brought on the hard times, largely? 

Mr. Thompson. No; I do not think so. We have all contributed 
to the lact that prices have fallen. Prices were well beyond any 
rational idea of prices. Of course it was forced by this war; there is 
no question about that. The war brought on increased costs in 
everything, and consequently the prices of all articles had to rise. 
But since the war is over the purchasing power of the coimtries to 
which we have sent our goods has decreased to such a tiemendous 
extent that to-day France has to pay about 85.25 for a dollar's worth 
of stuff here; Germany about $16, Austria about $66, England about 
$1.40, Denmark $2, Norwav $2, Sweden $1.40, Holland $1.33. I 
talked with a gentleman about that the other day, and he said, 
^'Why, do you think we are going to do anything that is going to 
increase the cost of stuff that we have to buy? Why, no; we arc 
going to reduce our purchases to the actual necessities.'' 

Senator Gronna. Everything you have said there is true, Mr. 
Thompson; but it is also true tnat we have been paying to foreign 
coimtries which have shipped in foreim products to us from 12 
to 15 per cent premium. Take the catUe that are being shipped in 
here from the I)ominion of Canada, and all the wheat and other 
cereals. We are paying the farmers of Canada^ a premium of not less 
than 15 per cent to-day. 

Mr. Thompson. About 13 per cent to-day. Senator. 

Senator Gronna. Isn't that true? 

Mr. Thompson. Yes, sir; that is true. 

Representative Tincher. Mr. Thompson, Congress passed an 
amendment to the War Finance Corporation act in the spring, subse- 
quent to the signing of the armistice, intended, as I understand it 
from the Senators, as a reconstruction measure. Now, last spring, 
I think in June, the Secretary of the Treasury suspended the opera- 
tion of that corporation for the purpose of deflating the currency. 
Do you think that the currency is simiciently deflated now, so that 
we should resume activities under the War Finance Corporation act, 
intended a as reconstruction measure? 

Mr. Thompson. Well, I do not know. I can not give you an 
answer to that. It would be a ridiculous and suicidal policy, in my 
judgment, to give out any impression that the farmer or ariybody 
cormected with the farm should be obliged to make a complete liquida- 
tion. It would be suicidal. But I have this to say, that I think 
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this committee ought to recommend that at least they start some- 
thing. If they keep 80 per cent of their crop, well and good; but 
they must start something. They must send 10 per cent of their 
wheat, or 20 per cent of their grain or cotton, and that of itself will 
produce enough money so that it will liquidate probably five times 
the amoxmt of goods sold. In other words, the process ef debt 
paying would liquidate at least four times the amount of product 
you might sell. 

Senator Smith of South Carolina. They could not do that in the 
South right now, because, as the tobacco growers have complained, 
there is really no market. Any grade of cotton below middling is 
5 or 6 cents a pound. 

Mr. Thompson. I know, but they have ginned already nearly 
8,000,000 bales of good cotton. 

Senator Smith of South Carolina. Oh, no; about 8,000,000 bales; 
but that includes all kinds. 

Mr. Thompson. Of this year's crop ? 

Senator Smith of South Carolina. Oh, yes; I am speaking of this 
year's crop. 

Mr. Thompsoi^ I would like, if possible, to have this paper incor- 
porated in the record, Senator. It is so long I do not care to read it. 

Senator Smith of South Carolina. Without objection, we will just 
have this incorporated in the record. 

(The document submitted by Mr. Thompson is here printed in full. 
as follows :) 

The Crisis in American Agriculture, 
the vital concern op all the people in the problem. 

Fanning is America's greatest industry, producing over $20,000,000,000 of new 
wealth every year. 

At least one-half of every dollar of income in this country comes from the farm, or, 
expressed in another way, agriculture produces at least half of the fund which supports 
the national population. 

Forty-five per cent of the population is agricultural. In other words, nearly one- 
half the purcnasing power of the country is dependent on agricultural prosperity. 

These statements demonstrate that the very live of, the nation demands the main- 
tenance of the a^cultural population in a condition of realtive prosperity. If the 
farmer is forced into what amounts to bankruptcy, he must curtail operations, and 
stop buying. In other words, the entire business of the country would fail if the 
farmer fails. He is the keystone of the arch. He supports the manufacturer, the 
merchant and the laborer. The railways depend on him to keep them running. 
The Government itself could not function without his financial support. It must be 
obvious, therefore, that the welfare of the country as a whole is at stake unless imme- 
diate and adequate relief is forthcoming for the situation that now confronts the 
American farmer. \ 

In the face of such a crisis, the members of the Farm Mortgage Bankers Association 
of America feel that a very special obligation rests on them to emphasize the problem 
and to contribute to its solution the best wisdom that 50 years of financing the farmer 
can supply. This lon^ and intimate knowledge of the farms' problems necessary 
to success in the gigantic task of financing the agricultural development of the United 
States is the basis tor the following statement of the needs and of remedies proposed 
and which was prepared at a conference of the board of governors on November 22 last. 

There can be no valid objection to the farmer bearing his just share of the burden 
of deflation which the entire world now confronts. The point at issue is that the 
farmer is obviously bearing an undue share of the burden at the present time, with 
results which threaten not only hardship to the farmer but virtual bankruptcy in many 
quarters, both to the farmer and his many creditors. Such a result would be a national 
disaster, threatening business chaos, and the future food supply of this country and 
the world. 
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To illustrate the disproportionate degree of deflation to which the farmer is sub- 
jected it may be pointed out that when the farmer is asked to take 30 cents for hie 
com, little more than $1 for his wheat, 11 cents for his cotton, less than |10 for his 
hogs, and $7 for his cattle, he should be able to buy other commodities, if deflated in 
like ratio, at prices far below present levels. For example, gasoline should not cost 
him over 12 cent«, coal $5, a $10 hat $4, a $10 pair of shoes $i. Furthermore, labor 
now asking 10 cents a bushel for husking com should not get over 4 cents. It must 
also be recalled that when the farmer ships his product he must pay transportation 
costs ranging from 33 J per cent to 100 per cent more than before the war period. 

The cumulative effect of this fall in prices, unprecedented in the history of the 
country, makes the situation all the more serious, for it affects not only tiie 1920 crop, 
but an unusually lai^e carry-over from the 1919 crop. To fiu-ther aggravate the situa- 
tion, the large acreage of wheat planted in tiie fall of 1920 is within seven months of 
harvest. 

It seems to be generally admitted that the great difficulty is want of confidence in 
the stability of prices, even at present low levels in the face of present strained credit 
conditions. In other words, there is no buying in the market because the prospective 
purchaser at home and abroad is afraid of prices being forced still lower, even though 
it is obvious that lower prices can only be brought about by what amounts to the 
bankruptcy of the producer. Absence of credit facilities contributes to this hesitation 
by cutting off the purchasing power of both foreign and domestic buyers and destroying 
the power of farmers and breeders themselves to market their products in orderly 
fashion. We, therefore, have the anomalous situation of demoralized markets in 
Bpite of the fact that there is admittedly no over supply of farm products in the face 
of world needs, and that prices at all fairly reflecting a supply and demand basis would 
be much higher than present levels. 

Inasmuch as the present situation has been largely brought about by necessary 
Government interference with what would otherwise be the restraining effect of the 
law of supply and demand, it is quite reasonable to appeal to the Government — which 
was compelled to create this situation — ^to relieve it so jfar as it may do so without viola- 
tion of economic principles. Precedent for such action in behalf of thfe agricultural 
interests may be found in the action of the Government in relieving the railroads of 
too sudden a readjustment on their return to private ownership; it can not b.e denied 
that the farming industry is just as important to the foundations of national prosperity 
as the transporUttion industry. 

THE NEEDS AND PROPOSED REMEDIES IN DETAIL. 

(1) Need. — Some plan to relieve the banks in the reserve centers ot their present 
load of paper ineligible for discount with the Federal reserve banks. 

Remedy. — If the banks in the reserve centers could transfer this burden to some 
other agency for a year's time, there would be released an entirely adequate amount 
of credit for present needs of both agriculture and general business and for the relief 
of country banks which are now compelled to exercise undue pressure on their custom- 
ers, and, worse, still, to refuse to furnish their farmer customers essential credit for carry- 
ing on their operatioDS. This relief is fundamental to the relief of the other needs 
enumerated below, and mature consideration suggests a revival of the War Finance Cor- 
poration as the best immediately 'available agency for taking over this burden. We, 
therefore, urge the immediate revival of the War Finance corporation witli specific 
powers and instructions to accomplish this end, with the stipulation that the Corpo- 
ration should assume no paper carrying a higher rate than 7 per Cent. This measure 
is intended for relief, not as a means of profit. 

(2) Need. — Plans for financing foreign purchases of United States farm products. 
Remedy. — See discussion under each product. 

(3) Need. — ^Means of financing the marketing of accumulated stocks in the hands 
of the farmer, so as to distribute the pressure on the market over tiie entire marketing 
year, month by month. 

Remedy. — See discussion under each product. 

(a) In this connection it is recommended that the farmers be urged to sell at once 
part of their holdings, from 10 per cent to 25 per cent preferably. There is abundant 
evidence that the farmers will respond to this request, and such a partial liquidation 
will of itself greatly relieve the strain. 

(4) Need. — Measures to relieve the breeders of the necessity of liquidating breeding 
herds and animals not >ret ready for market. 

Remedy. — See discussion under each product. 

The last three mentioned needs are considered below in relation to the major farm 
products, so that specific remedies for Uie needs presented in connection with these 
products may be mentioned in direct relation to them. 
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Wheat. — ^At the outset, it must be recalled that the situation in this grain is by no 
means the result of normal conditions. It is the result of the pressure brought to 
bear on the farmer during the war to produce wheat "to win the war,'* no matter 
what the cost. In responding to this appeal the farmer and his family worked early 
and late; he paid war prices for his supplies; competed with the wages of munitions 
f ictories in hiring his labor, and put mto cultivation land which ordinarily would 
not be regarded as profitable for this use. As a result, the crops now ready for sale 
were produced at costs entirely beyond ordinary standards, and founded rather on 
the needs of war than the dictates of business prudence. To stimulate production 
on this basis, prices were fixed as an assurance against loss to the producer, who had 
thrown caution to the winds in responding to the appeal of the Government. 

When the 1919 crop was ready to market, however, the producer, in very many 
cases, could not sell at these fixea prices because the railways could not furniah cars. 
When cars were at last available, which was not until the 1920 crop came on, the prices 
had fallen so far as to be below the cost of production. 

If this break in prices had stopped at a level representing fairly the relation oi 
supply to demand, probably no remedy would be required, and the farmer would 
have to take his inevitable loss. The best authorities, however, are quoted to the 
effect that there is no more wheat in this country than is now needed for our own 
consumption, and one of the largest grain firms openly prophesies that wheat will 
bring a much higher price by June. 

Is it surprising that the farmer, therefore, confronting a price of little over a dollar 
on the farm in the chief producing sections, is convinced that present prices are only 
temporary and is endeavoring to hold for better prices? 

Much has been said of so-called farmers' "strikes," but there is no evidence of any 
such impatriotic attitude on the part of any considerable element among the fanners, 
and the more conservative element, as represented, for example, by the American 
Farm Bureau Federation, has taken pains to repudiate the idea. There is, however, 
too much justification in the present situation for the propaganda of the radical 
element, and much uneconomic and unsocial legislation can only be avoided by the 
prompt adoption of constructive measures. The disastrous results of Populism are 
sufficient warning on this score. 

A careful study of the facts indicates that the present lack of buying power in the 
market is not due, as we have pointed out, to over supply, but to lack of financial 
ability on the part of buyers and a lack of confidence tnat prices have yet reached 
bottom.* Were prices once to show a steady upward trend, it can not be doubted that 
they would rapidly approximate fair levels. To restore confidence that grain will 
not be unduly forced on the market by the bankruptcy of producer and creditor we 
need just the relief that it would seem can best be provided by reviving the War 
Finance Corporation and giving it the power before indicated. We believe that this 
measure would by its psychological effect accomplish the desired end of reestablish- 
ing confidence with a minimum financial burden on the corporation and we would 
make the distinct reservation that the life of the corporation should be restricted to 
the period of the emergency. 

As a permanent measure of relief in financing foreign exports we indorse the forma- 
tion of corporations under the Edge bill, one of which we understand is this month in 
process of formation. 

Corn. — ^The bountiful corn crop of this year has 'depreciated in price far below tht 
cost of production, not so much on account of over-production as because of the fact 
that the normal consumption of com for cattle feeding is seriously diminished on 
account of the demoralized cattle market and the inability of cattle men to finance 
themselves in buying cattle to feed and in many cases even to hold the cattle they 
now own to maturity. It is difficult for farmers to borrow new money to buy either 
feed or cattle. For that reason we can not, as in normal years, by feeding cattle, 
make com selling at 30 to 40 cents worth $1 by feeding it to cattle. In other words, 
if the cattle industry were functioning as usual it would largely absorb what appears 
to be an overproduction and would cause the price of corn to harmonize with at least 
the cost of production or its worth as feed, which would be largely in excess of the 
cost of production. 

Cattle^ hogs, and sheep. — From all over the country comes the story of the great loss 
now being sustained by every one engaged in the live-stock industry. The story is 
the same everywhere — of inability to finance new purchases and in many cases to 
carry to maturity and satisfactory marketing conditions the present herds, or, even 
to retain the breeding herds. Unless the industry can be saved for the future, what 
will be the price of meats in the years to come? To-day no industry in the country, 
so important to all, is suffering such a heavy loss. 
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Certain banks of reserve cities have already provided a special fond of upward of 
$25,000,000 as a partial measure of relief for this serious situation, but here again it is 
obvious that to prevent a serious crisis, both to the com farmer and the live-stock 
farmer, who are so closely related, there must be the relief, which, as before stated, 
can only be afforded by an agency operating as we have su^ested the War Finance 
Corporation should operate. In this connection, special relief by the use of the 
funds of the War Finance Corporation, we believe, can best be administered by the 
banks of the country, especially members of the Federal reser\'e system, who already 
have all the &cilities and can do the work without expense, loss, or, what is most 
important, delay. 

It must here be pointed out that credits in the live-stock industry must be for periods 
of more than 6 months— must be for a year, 18 months — even two years. As a per- 
manent agency for furnishing such credits measures like that of Congressman Mc- 
Fadden should be carefully considered. 

Cotton. — There is no market for millions of bales of low-grade cotton. It is reported 
that Germany is the only country in the world with &cilities for usin^ this cotton . It 
is said that Germany wants it, but in order to buy it, must have credit, for which it is 
said to be in position to offer security. Certain banking interests in the South have 
already made a beginning in financing the export of this cotton to Germany, butpresent 
banking resources are already overstrained, not only by domestic demands, but by 
the burden of over two and a half billions of credits to American exporters already 
outstanding. Here i^ain as a permanent means of relief the operation of corporations 
under the Edge bill offer a hopeful solution, but in the interim the facilities of the 
War Finance Corporation asked for above seem necessary to prevent serious distiess in 
the cotton States. 

CONCLUSION. 

In pressing for relief in the measures above proxKised, and notably through the < 
revival of the War Finance Corporation, we reiterate our conviction that measures of 
Crovemment relief are forced by the complete d^ree of Government control during 
the war and are warranted by the necessities of a transition period 

Paternalistic measm-es should, however, be redded purely as emergency measures 
and acts providing for them should curtail their life and should encourage the substitu- 
tion for tnem of proper private agencies as rapidly as possible. 

We would also again emphasize the feeling that the present situation is chiefly due 
to lack of confldence and the present strain on our credit &cilities. We believe that 
the initiation of these proposed relief measures will restore confidence and bring relief 
through the ordinary channels of trade to such an extent that the actual use of the 
measures proposed will be comparatively limited. 

The farm mortgage bankers of the country offer — as always — ^their cooperation in 
counsel and action. 

Senator Smith of South Carolina. Now, Mr. Thompson has indi- 
cated the remedy that he desires to enact. I understand that there 
are certain representatives of the wool interests that desire to be 
heard this morning. Senator Capper, you had some gentleman that 
you wanted to present ? 

Senator Capper. Mr. Thompson was speaking for them. Are there 
any others here ? 

STATEMEITT OF MB. E. D. CHASSELL, SECBETAET FABM 
MOBTGAGE BAlfKEBS ASSOClATIOlT OF AMEBICA, CHI- 
CAGO, ILL 

Mr. Chasseix. Mr. Chairman, there is just one matter, relative to 
some reserve banks not furnishing monev. I just merely want to say 
that they evidently have accommodated their people to the extent of 
what they consider a prudent accommodation- Some of these Federal 
reserve banks are in districts where greater demands are made upon 
them than in other districts. There must be a limit to the amoimt 
of paper that a bank can discount with reasonable business prudence. 
Some of the Federal reserve banks have large reserves on hand, while 
others have been much reduced. 
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Senator Capper. That is all we have. 

(Thereupon, at 11.55 o'clock a. m., the committee adjourned to 
meet at 10.30 o'clock a. m. to-morrow, Thursday, December 9, 1920.) 



The War Finance Corporation Act. 
[Public, No. 121, 65th Cong.] 

AS AMENDED BY ACT APPROVED MARCH 3, l!&19. 
IPubUc, No: 328, 66th Cong.] 

[Compfled under direction of the War Finance Corporation.] 

AN ACT To provide further for the national security and defense, and, for the purpose of assisting in the 
prosecution of the war, to provide credits for industries and enterprises in the United States necessary 
or contributory to the prosecution of the war, and to supervise the issuance of securities, and for other 
purposes. 

Be Unacted by the Senate and House of Representatives of the United States of America 
in Congress assembled^ 

Title I. — ^War Finance Corporation. 

That the Secretary of the Treasury and four additional persons (who shall be the 
directors first appointed as hereinafter provided), are hereby created a body corporate 
and politic in deed and in law by the name, style, and title of the "War Finance Cor- 
poration" (herein called the Corporation), and shall have succession for a period of 
• ten years: Provided^ That in no event shall the Corporation exercise any of the powers 
conferred by this Act except such as are incidental to the liquidation of its assets and 
the winding up of its affairs, after six months after the termination of the war, the 
date of such termination to be fixed by proclamation of the President of the United 
States. 

Sec 2. That the capital stock of the Corporation shall be $500,000,000, all of which 
shall be subscribed by the United States of America, and such subscription shall 
be subject to call upon the vote of three-fifths of the board of directors of the Corpo- 
ration, with the approval of the Secretary of the Treasury, at such time or times as 
may be deemed advisable; and there is hereby appropriated, out of any money in the 
Treasury not otherwise appropriated, the sum of $500,000,000, or so much thereof as 
may be necessary for the purpose of making payment upon such subscription when 
and as called. Receipts for payments by the United States of America for or on 
account of such stock shall be issued by the Corporation to the Secretary of the Treas- 
ury, and shall be evidence of stock ownership. 

Sec 3. That the management of the Corporation shall be vested in a board of direc- 
tors, consisting of th.e Secretary of the Treasury, who shall be chairman of the board, 
and four other persons, to be appointed by the President of the United States, by and 
with the advice and consent of the Senate. No director, officer, attorney, agent, or 
employee of the Corporation shall in any manner, directly or indirectly, participate 
in the determination of any question affecting his personal interests, or the interests 
of any corporation, partnership, or association, in which he is directly or indirectly 
interested; and each director shall devote his time^ not otherwise required by the 
business of the United States, principally to the business of the Corporation. Before 
entering upon his duties, each of the four directors so appointed, and each oflSeer, 
f^all take an oath faithfully to discharge the duties of his office. Nothing contained 
in tibis 01* any other Act shall be construed to prevent the appointment as a director 
of the Corporation of any officer or employee under the United States or of a director 
of a Federal reserve bank. 

Of the four directors so appointed, the President of the United States shall designate 
two to serve for two years, and two for four years; and thereafter each director so 
appointed shall serve for four years. Whenever a vacancy shall occur among the 
directors so appointed, the person appointed director to fill any such vacancy shall 
hold office for the unexpired term oi the member whose place he is selected to fill. 
Any director shall be subject to removal by the President of the United States. Three 
members of the board of directors shall constitute a quorum for the transaction of 
business. 
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Sec. 4. That the four directors of the Corporation appointed as hereinbefore pro- 
vided shall receive annual salaries, payable monthly, of $12,000. Any director 
receiving from the United States any salary or compensation for services shall not 
receive as salary from the Coiporation any amount which, togetlier with any salary or 
compensation received from the United States, would make the total amount paid to 
him by the United States and by the Corporation exceed $12,000. 

Sec. 5. That the principal office of the Corporation shall be located in the District 
of Columbia, but there may be established agencies or branch offices in any city or 
cities of the United States under ^-ules and regulations prescribed by the board of 
directors. • 

Sec. 6. That the Corporation shall be empowered and authorized to adopt, alter, 
and use a corporate seal; to make contracts; to purchase or lease and hold or dispose 
of such real estate as may be neceseary for the prosecution of its business; to sue and 
be sued; to complain and defend in any court of competent jurisdiction, State or 
Federal; to appoint, by its board of directors, and fix the compensation of such offi- 
cers, employees, attorneys, and agents as are necessary for the transaction of the busi- 
ness of uie Corporation, to define their duties, require bonds of them and fix the 
penalties tJiereof , and to dismiss at pleasure such officers, employees, attorneys, and 
agents; and to prescribe, amend, and repeal, by its board of directors, subject to the 
approval of the Secretary of the Treasury, by-laws regulating the manner in which 
its general business may be conducted and the privileges granted to it by law may 
be exercised and enjoyed, and prescribing the powers and duties of its officers and 
agents. 

Sec. 7. That the Corporation shall be empowered and autJiorized to make advances, 
upon such terms, not inconsistent herewith, as it may prescribe, for periods not exceed- 
ing five years from the respective dates of such advances: 

(1) To any bank, banker, or trust company, in the United States, which shall have 
made after April sixth, nineteen hundred and seventeen, and which shall have out- 
standing, anv loan or loans to any person, firm, corporation, or association, conduct- 
ing an established and going business in the United States, whose operations i^all be 
necessary or contributory to the prosecution of the war, and evidenced by a note or 
notes, but no such advance shall exceed seventy-five per centum of the face value 
of such loan or loans; and 

(2) To any bank, banker, or trust company, in the United States, ^hich shall have 
rendered financial assistance, directly or indirectly, to any such person, finn, cor- 
poration, or association by the purdoase after April sixth, nineteen hundrea and 
seventeen, of its bonds or other obligations, but no such advance shall exceed seventy- 
five per centum of the value of such bonds or other obligations at the time of such 
advance, as estimated and determined by the board of directors of the corporation. 

All advances shall be made upon the promissory note or notes of such bank, banker, 
or trust company, secured by the notos, bonds, or other obligations, which are the 
basis of any such isidvance by the corporation, together with all the securities, if any, 
with such bank, banker, or trust company may hold as collateral for such notes, 
bonds, or other obligations. 

The corporation shall, however, have power to make advances (a) up to one hundred 
per centum of the face value of any such loan made by any such bank, banker, or trust 
company to any such person, firm, corporation, or association, and (b) up to one hun- 
dred per centum of the value at the time of any su^h advance (as estimated and deter- 
mined by the board of directors of the Corporation) of such bonds or other obligations 
by the purchase of which financial assistance shall have been rendered to such person, 
firm, corporation, or association: Provided^ That every such advance shall be secured 
in the manner described in the {)receding part of this section, and in addition thereto 
by coUat^al security, to be furnished by the bank, banker, or trust company, of such 
character, as shall be prescribed by the board of directors, of a value, at the time 
of such advance (as estimated and determined by the board of directors of the Cor- 
poration), equal to at least thirty-three per centiim of the amount advanced by the 
Corporation. The Coi^oration jSball retain power to require additional security at 
any time. 

Sec. 8. That the Corporation shall be empowered and authorized to maJce aa- 
vances from time to time, upon such terms, not inconsistent herewith, as it may 
prescribe, for periods not exceeding one year, to any saviiigs bank, banian^ institu- 
tion, or trust company, in the United Stites, which receives savings deposits, or to 
any buildii^ and loan association in the United States, on the promissory note or 
notes of the borrowing institution, whenever the Corporation shall deem such ad- 
vances to be necessary or contributory to the prosecution of the war or important 

23407-— 20 ^11 
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in the public interest: Provided^ That such note or notes shall be secured by 
the pledge of securities of such character as shall be prescribed by the board 
of directors of the Corporation, the vahie of which, at tne time of such advance 
(as estimated and determined by the board of directors of the Corporation) shall 
be equal in amount to at least one hundred and thirty-three per centum of the amount 
of such advance. The rate of interest charged on any such advance shall not be 
less than one per centum per annum in excess of the rate of discount for ninety-day 
commercial paper prevailing at the time of such advance at the Federal reserve 
bank of the district in which the borrowing institution is located,' but such rate of 
interest shall in no case be greater than the average rate receivable by the borrowing 
institution on its loans and investments made during the six months prior to the 
date of the advance, except that where the average rate so receivable by the bor- 
rowing institution is less than such rate of discount for ninety-day commercial paper 
the rate of interest on such advance shall be equal to such rate of discount. The 
Corporation shall retain power to require additional security at any time. 

Sec. 9. That the Corporation shall De empowered and authorized, in exceptional 
cases, to make advances directly to any person, firm, corporation, or association, 
conducting an established and going business in the United States, whose operations 
shall be necessary or contributory to the prosecution of the war (but only for the 
purpose of conducting such business in the United States and only when in the opinion 
of tJie board of directors of the Corporation such person, firm, corporation, or associa- 
tion is imable to obtain funds upon reasonable terms through banking channels or 
from the general public), for periods not exceeding five years from the respective 
dates of such advances, upon such terms, and subject to such rules and regulations 
as may be prescribed by the board of directors of the Corporation. In no wise shall 
the aggregate amount of the advances made imder tJiis section exceed at any one 
time an amount equal to twelve and one-half per centum of the sum of (1) the author- 
ized capital stock of the Corporation plus (2) the aggregate amount of bonds of the 
Corporation authorized to be outstanding at any one time when the capital stock is 
fully paid in. Every such advance shall be secured by adeauate security of eiich 
character as shall be prescribed by the board of directors of a value at the time of such 
advance (as estimated and determined by the board of directors), eaual to (except 
in case of an advance made to a railroad in the possession and control of the President, 
for the purpose of making additions, betterments, or road extensions to such railroad) 
at least one hundred and twenty-five per centum of the amount advanced by the 
Corporation. The Corporation sljall retain power to require additional security at any 
time. The rate of interest charged on any such advance shall not be less tnan one 
per centum per annum in excess of the rate of discount for ninety-day commercial 
paper prevaiUng at the time of such advance at the Federal reserve bank of the dwtrict 
-in which the borrower is located. 

Sec 10. That in no case shall the aggregate amount of the advances made under 
this title to any one person, finn, corporation, or association exceed at any one time 
Ah amount equal to ten per centum of the authorized capital stock of the Corporation, 
i)ut this section shall not apply in the case of an advance made to a railroad in the 
possession and control of the President, for the purpose of making additions, better- 
ments, or road extensions to such railroad. 

Sec. 11. That the Corporation shall be empowered and authorized to subscribe 
for,, acquire, and own, buy, sell, And deal in bonds and obligations of the United 
States issued or converted after September twenty-fourth, nineteen hundred and 
seventeen, to such extent as the board of directors, with the approval of the Sec- 
retary of the Treasury, may from time to time determine. 

Sec 12. That the Corporation shall be empowered and authorized to issue and 
have outstanding at any one time its bonds in an amount aggr^ating not more than 
flix times, its paid-in capital, such bonds to mature not lees than one year nor more 
than five'yeare from the respective dates of issue, and to bear such rate or rates of 
interest, and may be redeemable before maturity at the option of the Corporation, as 
may be determined by the board of directors, but such rate or rates of interest shall 
be subject to the approval of the Secretary of the Treasury. Such bonds shall have a 
first and paramount floating charge on all the assets of the Corporation, and the 




association, at such price or prices as the board of directors, with the approval of the 
Secretary of the Treasury, may determine. 

' U*pon such terms not inconsistent herewith as may be determined from time to 
time by the board of directors, with the approval of the Secretary of the Treasury, at 
or before Uie issue thereof, any of such bonds may be issued payable ih any foreign 
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' money or foreign moneys, or issued payable at the option of the respective holders 
thereof either in dollars or in any foreign money or foreign moneys at such fixed rate of 
exchange as may be stated in any such bonds. For the purpose of determining the 
amount of bonds issued payable m any foreign money or foreign moneys the dollar 
equivalent shall be determined by the par of exchange at the date of issue thereof, 
as estimated by the Director of the Mint and proclaimed by the Secretary of the 
Treasury in pursuance of the provisions of section twenty-five of the Act entitled 
"An act to reduce taxation, to provide revenue for the Government, and for other 
purposes," approved August twenty-seventh, eighteen hundred and ninety-four.* 

Sec. 13. That the FederaKreserve banks shall be authorized, subject to the maturity 
limitations of the Federal reserve act and to regulations of the Federal Reserve Board, 
to discount the direet obligations of member banks secured by such bonds of the Cor- 
poration and to rediscount eligible paper secured by such bonds and indorsed by a 
meniber bank. No discount or rediscount under this section shall be panted at a 
less interest charge than one per centum per annum above the prevailing rates for 
eligible commercial paper of corresponding maturity. 

Any Federal reserve bank may, with the approval of the Federal Reserve Board, 
use any obligation or paper so acquired for any purpose for which it is authorized 
to use obligation^ or paper secured by bonds or notes of the United States not bearing 
the circulation pri\ilege: Provided, however j That whenever Federal reserve notes 
are issued against the security of such obligations or paper the Federal Reserve Board 
may make a special interest charge on such notes, wnich, in the discretion of the 
Federal Reserve Board, need not be applicable to other Federal reserve notes which 
inay from time to time be issued and outstanding. All provisions of law, not incon- 
sistent herewith, in respect to the acquisition by any Federal reserve bank of obliga- 
•tions or paper secured by such bonds or notes of the United States, and in respect to 
Federal reserve notes issued against the security of such obligations or paper, shall 
extend, in so far as applicable, to the acquisition of obligations or paper secured by 
the bonds of the Corporation and to the Federal reserve notes issued against the 
security of such obligations or paper. 

SEr. 14. That the (Corporation shall riot exercise any of the powers granted by this 
title or perform any business except such as is incidental and necessarily preliminary 
to its organization until it has been authorized by the President of the IJnited States 
to commence business under the provisions of this title. 

Sec. 15. That all net earnings of the Corporation not required for its operations shall 
be accumulated as a reserve fund until such time as the Corporation liquidates under 
the terms of this title. Such reserve fund shall, upon the direction of the board of 
directors, with the approval of the Secretary of the Treasury, be invested in bonds 
and obligations of the United States, issued or converted after September twenty- 
fourth, nineteen hundred and seventeen, or upon like direction and approval may be 
deposited in member banks of the Federal Reserve System, or in any of the Federal 
reserve banks, or be used from time to time, as well as any other funds of the Cor- 
poration, in the purchase or redemption of any bonds issued by the (Corporation. 
The Federal reserve banks are hereby authorized to act as depositaries for and as fiscal 
agents of the Corporation in the general performance of the powers conferred by this 
title. Beginning twelve months after the termination of the war, the date of such 
termination to be fixed by a proclamation of the President of the United States, the 
directors of the Corporation shall proceed to liquidate its assets and to wind up its 
affairs, but the directors of the Corporation, in their discretion, may, from time to 
time, prior ^ such date, sell and dispose of any securities or other f)roperty acquired by 
the Corporation. Any balance remaining after the payment of all its debts shall be 
paid into the Treasury of the United States as miscellaneous receipts, and thereupon 
the Corporation shall be dissolved. 

Sec. 16. That any and all bonds issued by the Corporation shall be exempt, both 
as to principal and interest, from all taxation now or hereafter imposed by the United 
States, any State, or any of the possessions of the United States, or by any local taxing 
authority, except (a) estate or inheritance taxes, and (b) graduated additional income 
taxes, commonly known as surtaxes, and excess-profits and war-profits taxes, now or 
hereafter imposed by the United States, upon the income or profits of individuals, 
partnerships, corporations, or associations. The interest on an amount of such bonds 
the principal of which does not exceed in the aggregate $5,000, owned by any indi- 
vidual, partnership, corporation, or association, shall be exempt from the taxes re- 
ferred to in clause (b). The Corporation, including its francnise and the capital 
and reserve or surplus thereof, ana the income derived therefrom, shall be exempt 
from all taxation now or hereafter imposed by the United States, any State, or any 
of the possessions of the United States, or by any local taxing authority, except that 
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any real property of the Corporation shall be subject to State, county, or municipal * 
taxes to tne same extent, according to its value, as other real propert}'^ is taxed. 

Sec. 17. That the United States shall not be liable for the payment of any bond ui 
other obligation or the interest thereon issued or incurred by the Cori)oration, nor 
shall it incur any liability in respect of any act or omission of the Corporation. 

Sec 18. That whoever (1) makes any statement, knowing it to be false, for the 
purpose of obtaining for hmiself or for any other person, fiim, corporation, or asso- 
ciation any advance under this title, shall be punished by a fine of not more than 
$10,000, or b)[ imprisonment for not more than five years, or both. 

Whoever willfully overvalues any security by which any such advance is secured, 
shall be punished by a fine of not more than $5,000, or by imprisonment for not more 
than two years, or both. • 

Whoever (1) falsely makes, forges, or counterfeits any bond, coupon, or paper in 
imitation of or purporting to be in imitation of a bond or coupon issued by the Cor- 
poration; or (2) passes, utters, or publishes, or attempts to pass, utter, or publirfi, 
any false, forged, or counterfeited bond, coupon, or paper purporting to be issued by 
the Corporation, knowing the same to be falsely made, forged, or counterfeited; or 
(3) falsely alters any such bond, coupon, or paper; or (14) passes, utters, or publishes 
as true any falsely altered or spurious bond, coupon, or paper issued or purporting 
to have been issued by the Corporation, knowing the same to be falsely altered or 
spurious, shall be punished by a fine of not more than $10,000, or by imprisonment 
for not more than five years, or both. 

Whoever, being connected in any capacity with the Corporation, (1) embezzles, 
abstracts, or willfully misapplies any moneys, funds, or credits, thereof or (2) with 
intent to defraud the Corporation or any other company, body politic or corporate, or^ 
any individual, or to deceive any officer of the Corporation, (a) makes any false entry* 
in any book, report, or statement of the Corporation, or (b) without authority from the 
directors draws any order or assigns any note, bond, draft, mortgage, jud^ent, or 
decree thereof, shall be punished by a fine of not more than $10,000, or by imprison- 
ment for not more than five years, or both. . 

The Secretary of the Treasury is hereby authorized to direct and use the Secret 
Service Division of the Treasury Department to detect, arrest, and deliyer into cus- 
tody of the United States marshal having jurisdiction any person committing any of 
the offenses punishable under this section. 

Sec 19. Tnat the Corporation shall file quarterly reports with the Secretary of the 
Senate and with the Clerk of the House of Kepresentatives, stating as of the first day 
of each month of the quarter just ended (1) the total amount of capital paid in, (2) the 
total amount of bonds issued, (3) the total amount of bonds outstandiii^, (4) tJie total 
amount of advances made under each of sections seven, eight, and nine, (5) a list of 
the classes and amount of securities taken under each of such sections, (6) the total 
amount of advances outstanding under each of sections seven, eirfit, and nine, and (7) 
such oilier information as may be hereafter required by either House of Congress. 

The Corporation shall make a report to Congress on the first day of each r^ular 
session, including a detailed statement of receipts and expenditures. 

Sec 20. Section fifty-two hundred and two of the Revised Statutes of the United 
States is hereby amended i^ as to read as follows: 

"Sec 5202. No national banking association shall at any time be indebted, or in 
any way liable, to an amount exceeding the amount of its capital stock at such time 
actually paid in and remaining undiminished by losses or otherwise, except on account 
of demands of the nature following: • 

"First. Notes of circulation. 

"Second. Moneys deported with or collected by the association. 

"Third. Bills of exchange or drafts drawn against money actually on deposit to the 
credit of the association, or due thereto. 

"Fourth. 'Liabilities to the stockholders of the association or dividends and reserve 
profits. 

"Fifth. Liabilities incurred under the provisions of the Federal Reserve Act. 

"Sixth. Liabilities incurred under the provisions of the War Finance Corporation 
Act.^' 

"Sec 21. (a) That the Corporation shall be empowered and authorized, in order 
to promote commerce with forei^ nations through the extension of credits, to make 
advances upon such terms, not inconsistent with the provisions of this section, as it 
may prescnbe, for periods not exceeding five years from the respective dates oi such 
advances. 

"(1) To any person, firm, corporation, or association engaged in the business in the 
United States of exporting therefrom domestic products to foreign countries, if such 
person, firaa, corporation, or association is, in the opinion of the board of directors of 
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the Corporation, unable to obtain funds upon reasonable terms through banking 

-channels. Any such advance shall be made only for the purpose of assisting in the 

exportation of B.uch products, and shall be limited in amount to not more than the 

contract price therefor, including insurance and carrying or transportation charges to 

the foreign point of destination if and to the extent that such insurance and carrying 

or transportation chaiges are payable in the United States by such exporter to domestic 

insurers and carriers. The rate of interest charged on any such advance shall not be 

lees than 1 per centum per annum in excess of the rate of discount for ninety-day 

commercial paper prevailing at the time of such advance at the Federal Reserve bank 

of the district in which the borrower is located; and 

"(2) To any bank, banker, or trust company in the United States which after this 
section takes effect makes an advance to any such person, firm, corporation, or asso- 
ciation for the purpose of assisting in the exportation of such products. Any such 
^vance shall not exceed the amount remaining unpaid of the advances made by such 
bank, banker, or trust company to such person, firm, corporation, or association for 
fluch piu*po8e. 

**(b) The aggregate of the advances made by the Corporation under this section 
remaining unpaid shall never at any time exceed the sum of $1,000,000,000. 

"(c) Notwithstanding the limitation of section 1 the advances provided for by thia 
section may be made until the expiration of one year after the termination of the war 
between the United States and the German Government as fixed by proclamation of 
the I^esident. Any such advance made by the Corporation shall be made upon the 
promissory note or notes of the borrower, with full and adequate security m eadi 
instance by indorsement, guaranty, or otherwise. The Corporation shall retain 
power to require additional security at any time. The Corporation in its discretion 
may upon like security extend the time of payment of any such advance through 
renewals, the substitution of new obligations, or otherwise, but the time for the pay- 
ment of any such advance shall not be extended beyond five years from the date on 
which it was originally made." 

Title II. — Capital Issues Committee. 

Sec. 200. That there is hereby created a committee to be known as the "Capital 
Issues Committee," hereinafter called the Committee, and to be composed of seven 
members to be appointed by the President of the United States, by and with the ad- 
vice and consent of the Senate. At least three of the members shall be members of 
the Federal Reserve Board. 

No member, officer, attorney, agent, or employee of the Committee shall in any 
manner, directly or indirectly, participate in the determination of any question 
affecting his personal interests, or the interest of any corporation, partnership, or asso- 
ciation in wnich he is directly or indirectly interested. Before entering upon his 
duties, each member and officer shall take an oath faithfully to discharge the duties 
of his office. Nothing contained in this or any other act shall be construed to prevent 
the appointment as a member of the Committee, of any officer or employee un ler the 
United States or of a director of a Federal reserve bank. 

The terms during which the several members of the Committee shall respectively 
hold office shall be determined by the President of the United States, and the com- 
pensation of the several members of the Committee who are not members of the 
Federal Reserve Board shall be $7,500 per annum, payable monthly, but if ai^ such 
member receives any other compensation from any office or employment under 
the United States the amount so received shall be deducted from such salary, and if 
such other compensation is $7,500 or more, such member shall receive no salary as a 
member of the Committee. Any member shall be subject to removal by the Presi- 
dent of the United States. Hie President shall designate one of the members as 
chairman, but any subsequent vacancy in the chairmanship shall be filled by the 
Committee. Four members of the Committee shall constitute a quorum for the 
transaction of business. 

Sec. 201. That the Committee may employ and fix the compensation of such 
officers, attorneys, agents, and other employees as may be deemed necessary to con- 
duct its business, who shall be appointed without regard to the provisions of the* 
act entitled "An act to regulate and improve the civil service .of the United States," 
approved January sixteenth, eighteen hundred and eighty-three (volume twenty- 
two, United States Statutes at Large, page four hundred and three), and the amend- 
ments thereto or any rules or regulations made in pursuance thereof. No such officer, 
attomejr, agent, or employee shall receive more compensation than persons perform- 
ing services of like or similar character under the Feaeral Reserve Board. 
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Sec. 202. That all the expenses of the Committee, including all necessary expenses 
for transportation incurred by the members or by its officers, attorneys/ agents, or 
employees imder its orders in making an investigation or upon of&cial business in 
any other places than at their respective headquarters, shall be allowed and paid 
on the presentation of itemized vouchers therefor approved by the chairman. 

The Committee may rent suitable offices for its use, and purchase such fiu*niture, 
equipment, and supplies as majr be necessarv, but shall not expend more than $10,000 
annually for offices in the District of Columbia. 

The principal office of the Conmiittee shall be in the District of Columbia, but it 
may meet and exercise all its powers at any other place. The Committee may, by 
one or more of its members, or by such agents as it mav designate, prosecute any 
inquiry necessary to its duties in any part of the United States. 

Sec. 203. That the Committee may, under rules and reflations to be prescribed 
by it from time to time, investigate, pass upon, and determine whether it is compati- 
ble with the national interest that there should be sold or offered for sale or for sub- 
scription any issue, or any part of any issue, of securities hereafter issued bv any 
person, firm, corporation, or association, the total or aggregate par or face value of 
which issue and any other securities issued by the same person, firm, corporation, 
or association since the passage of this act is in excess of $100,000. Shares of stock 
of any cor{)oration or association without nominal or par value shall for the purpose 
of this section be deemed to be of the par value of $100 each. Any securities which 
upon the date of the passage of this act are in the possession or control of the corpora- 
tion, association, or obligor issuing the same shall be deemed to have been issued after 
the passage of this act within the meaning hereof. 

Nothing in this title shall be construed to authorize such Committee to pass upon 
(1) any borrowing by any person, firm, corporation, or association in the ordinary 
course of business as distinguished from borrowing for capital piuposes, (2) the re- 
newing or refunding of indebtedness existing at the time of the passage of this act, 
(3) the resale of any securities the sale or offering of which the Committee has deter- 
mined to be compatible with the national interest, (4) any securities issued by any 
railroad corporation the property of which may be in the possession and control of 
the President of the United States, or (5) any bonds issued by the War Finance 
Corporation. 

Nothing done or omitted by the Committee hereunder shall be construed as carry- 
ing the approval of the Committee or of the United States of the legality, vahdity, 
worth, or security of any securities. 

Sec. 204. That there is hereby appropriated out of any money in the Treasury 
not otherwise appropriated for the remainder of the fiscal year ending June thirtieth, 
nineteen hundred and eighteen, and the fiscal year ending June thirtieth, nineteen 
hundred and nineteen, the sum of $200,000 for the purpose of defraying the expenses 
of the establishment and maintenance of the Committee, including the payment 
of the salaries and rents herein authorized. 

Sec. 205. That the Committee shall make a report to Coilgress on the first day of 
each regular session, including a detailed statement of receipts and expenditures, 
and also including the names of all officers and employees and tne salary paid to each. 

Sec. 206. That this title shall continue in effect until, but not after, the expiration 
of six months after the termination of the war, the date of such termination to be 
determined by a proclamation of the President of the United States, but the Presi- 
dent qiay at any time by proclamation declare that this title is no longer necessary, 
and thereupon it- shall cease to be in effect. # 

Title III. — ^Miscellaneous. 

Sec. 300. That whoever willfully violates any of the provisions of this Act, except 
where a different penalty is provided in this Act, shall, upon conviction in any court 
of the United States of competent jurisdiction, be fined not more than $10,000 or 
imprisoned for not more than one year, or both ; and whoever knowingly participates 
in any such violation, except where a different penalty is provided in tiiis Act, shall 
be punished by a like fine or imprisonment, or both. 

Sec. 301. That no stamp tax shall be required or imposed upon a promissory note 
secured by the pledge of bonds or obligations of the United States issued after April 
twenty-fourth, nineteen hundred and seventeen, or secured by the pledge of a prom- 
issory note which itself is secured by the pledge of such bonds or obligation: Promded, 
That in either case the par value of such bonds or obligations shall equal the amount 
of such note. 

Sec 302. Thatifanyclause, sentence, paragraph, or part of this Act shall, for any 
reason, be adjudged by any court of competent jurisdiction to be invalid, or, in case 
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• 

any court of competent jurisdiction shall adjudge to be invalid any provisions hereof 
in respect of any class or classes of securities, such judgment shall not affect, impair, 
or invalidate the remainder of this Act, but shall be confined in its operation to the 
clause, sentence, paragraph, part, or subject matter of this Act directly involved in 
the controversy in which such jud^ent shall have been rendered. 

Sec. 303. That the term "securities," as used in this Act, includes stocks, shares of 
fitock, bonds, debentures, notes, certificates of indebtedness, and other obligations. 

Sec. 304. That the right to amend, alter, or repeal this Act is hereby expressly 
reserved. 

Sec. 305. That the short title of this Act shall be the "War Finance Corporation 
Act." 

Sec. 306. That all provisions of any Act or Acts inconsistent with the provisions of 
this Act are hereby repealed. 

Approved, April 5, 1918. 



S. J. Res. 212, Sixty-sixth Congress, Third Session. 

JOINT RESOLUTION Directing the War Finance Corporation and the Federal Reserve Board to take 
certain action for the relief of the present depression in the agricultural sections of the country. 

Whereas there exists in the agricultural sections of the coimtry unprecedented and un- 
paralleled distress on account of the inability of the farmers to dispose of the com, 
wheat, cotton, live stock, and other commodities now in marketable condition at 

E rices that will pay the cost of production; and 
ereas the people of Europe are in dire need of the agricultural products now in 

possession of the farmers of this country, but are unable to purchase on account of 

existing financial conditions; and 
Whereas, under an act of Congress, there was established the War Finance Corpora- 
tion for the purpose of financing the exportation of American products to foreign 

markets; and 
Whereas the activities of the War Finance Corporation were suspended in May, 1920, 

by an order of the Secretary of the Treasury; and 
Whereas the banks of the country are unable to extend credit to the farmer in order 

that the farm products may be held until they can be sold in a fair and reasonable 

market: Therefore be it 

Resolved by the Senate and House of Representatives of the United States of America in 
Congress assembled^ That the Secretary of the Treasury and the members of the War 
Finance Corporation are hereby directed to revive the activities of the War Finance 
Corporation, and that said corporation be at once rehabilitated with the view of as- 
sistmg in the financing of the exportation of agricultural products to foreign markets. 

Sec 2. That the Federal Reserve Board is herebv directed to take such action as 
may be necessary to permit the member banks of the Federal reserve system, in 
accordance with law and consistent with soimd banking, to grant liberal extensions of 
credit to the farmers of the coimtry upon the security of the agricultural products now 
held by Uiem, by permitting the rediscounting of such notes of extension at the low- 
est possible rate of interest. 
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REVIVING THE ACTIVITIES OF THE WAR FINANCE 

CORPORATION. 



THUBSDAY, DECEMBER 0, 1020. 

Congress of the United States, 

Committees on AoRicmiTXjRE. 

Washington, D, G» 

The committee was called to order at 2 p. m. by Senator Asle J. 
Gronna, chairman of the Senate Committee on Agriculture and 
Forestry. 

Present: Senators Gronna f chairman), Page, Kenyon, McNary, 
Capper, Gore, Smith of South Carolina, and Kendrick. 

Senator Swanson. Mr. Chairman, when the committee adjourned 
yesterday Mr. Smith, representative of the tobacco growers of Vir- 
ginia and North Carolina, had not been able to get here on account 
of a delayed train, and we arranged for him to be here at 10.30 this 
mominff, but through some misunderstanding the hearing was con- 
tinned until this afternoon. Mr. Smith is now here. He is a mem- 
ber of the Virginia General Assembly and is also a representative of 
the Virginia-North Carolina Association of Tobacco Growers, and 
would like to be heard. 

The Chairman. We will be very glad to hear Mr. Smith. 

STATEMENT BY ME. CHAELES F. SMITH, BEPBESENTATIVE OF 
THE yiBOIHIA-NOBTH CABOUNA TOBACCO OBOWEBS' ASSO- 
CIATION. % 

Senator Page. Are you president of this association? 

Mr. Smith. No, sir ; I am not president of the association. I was 
just selected by a conference of the executive committee to appear 
before this committed. I received a telegram from the secretary last 
week, last Saturdajr. asking me to appear here. 

The Chairman. You may proceed in your own way. 

Mr. Smith. Mr. Chairman and gentlemen of the committee, the 
situation with the tobacco growers in our section is a very serious 
one. In the production of tobacco we have to have a ^reat deal of 
commercial fertilizer, and, as you all know, tobacco fertilizer, or fer- 
tilizer of any kind, was extremely high, and we have to have a certain 
kind of building, and building has been extremely high. Labor has 
been extremely high. And this crop of tobacco has been produced, I 
should say, on the highest basis oi any crop of tobacco within my 
knowledge. 

Our people have put forth heroic efforts to produce a crop. We 
were told that there was imminent danger of the country going hun- 
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gry. We have been urged by the demonstration ageni;s to diversih^ 
and to feed more cattle, grow more hogs, and produce more food- 
stuffs, aU of which our people have made an effort to do. And to-day 
we are confronted with this proposition, that if we market our 
tobacco we can not meet our obligations. If we hold our tobacco and 
market the live stock, that, does not help the situation, because they 
are all below the cost of production, awajr below the cost of produc- 
tion. 

And the situation in our country to-day — ^I live there within a few 
miles of Camp Lee — ^and you know of the horrible state of affairs we 
found when our boys came in from the country to enlist in the 
service of the country who could not read or write. And we have 
tried to improve our educational facilities. We have better schools 
now. We have tried to improve our roads. And this program which 
we have mapped out will come to naught unless we cati get some aid 
and get some remuneration for the crops which we have produced. 
It will be utterly impossible — I know boys to-day who have been in 
school, boys who have been taken out of school on account of this 
situation, in order to do something, in order to remedy and to help 
the situation as it is down there to-day. 

The Chairman. Do you speak with regard to any particular crop 
or crops in general ? 

Mr. Smith. I am speaking particularly with regard to tobacco, but 
the situation is the same with regard to the other crops. The same 
thing can be said with regard to all of the crops. The grain growers 
are suffering. We all know that there are no markets and that the 
prices are tremendously low with regard to all crops. But — I am 
representing particularly the Tobacco Growers' Association — ^but we 
find the whole business so closely allied that it will be useless tp at- 
tempt to help one without helping the others. 

Personally, Mr. Chairman and gentlemen of the committee, I be- 
lieve the business of the entire country is so closely allied that if the 
agriculture falls the whole structure falls, and consequently in giving 
relief to agriculture you are giving relief to the whole country. 

I want to impress upon you gentleman that these crops that are 
being held now are held by loyal Americans. Some of them hftve 
been produced by the women and children who have taken the place 
of the men who have been called into the camps and the men who have 
gone into the various Government plants to make the manufactured 
stuff for the use of the Government. Some of it belongs to the 
widows who have given their sons to die on Flanders' fields, and I 
want to appeal to you with all of the emphasis that is within me to 
pass this resolution, possibly with some changes as was suggested 
here yesterday afternoon, and give some relief to what I consider the 
most important branch oi the American people, and that is those who 
till the soil, because I regard that as the foundation of all of our 
wealth ; the foundation of all of our prosperity. 

I thank you, gentlemen. 

The Chairman. You have reference to the War Finance Corpora- 
tion? 

Mr. Smith. I have reference to the War Finance Corporation, yes, 
sir ; as we were discussing on yesterday afternoon. 

I thank you, gentlemen, for this privilege of appearing before you. 
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The Chairman. The committee is very much obliged to you, Mr. 
Smith. 

Now, Senator Walsh, you have some witnesses who desire to be 
heard ? 

Senator Walsh of Montana. Yes, sir. 

The Chairman. The committee will be glad to hear from any of 
your friends. 

Senator Walsh of Montana. Before the witnesses testify, Mr. 
Chairman, I desire to put in evidence a letter which came in my mail 
yesterday morning that briefly reviews the situation and discloses 
the crux of the situation. 

It is from Manhattan, Mont., under date of December 3, and reads 
as follows: 

Montana Purebred Sheep Association, 

Manhattap,, Mont., December 5, 1920. 
Senator T. J. Walsh, 

Washington, D. C, 

Dear Senator: No doubt your attention has been called to the gravity of 
the wool situation. As secretary of our association I am writing with the au- 
thority of our executive committee to review and enumerate to you the handi- 
caps and discouragements under which the woolmen of Montana are at pres- 
ent working. It is almost needless to mention the past severe winter, which 
entailed expense to the sheepmen on account of extra quantity of feed nec- 
essary, and the unusual prices which prevailed. The conditions of the winter 
reduced the wool clip and the lamb crop and also caused great losses in the 
breeding flocks. Until May 15 the situation even then looked as though It 
might be sweated out; about that time, however, the wool market seemed to 
go out of existence. 

At present the fleece masters who drew 25 per cent per pound on their fleeces 
are asked to put up an additional margin of 5 to 10 cents or have the alternative 
of being sold out. I am quoting from a letter from Silberman Bros., of Chi- 
cago, received by our Gallatin County Sheep Association, which will illustrate 
the point I am making. Over one-half the sheepmen of Montana are broke, 
although many of them do not yet realize it. Our local banks, as you are 
probably aware, could not give credit in most cases to the extent of allowing 
this margin to be sent in to the various brokers. The result will be that huge 
quantities of this country's wool will be forced upon the market at one time. 
This will cause a further aggravation of already terrible conditions. 

It may be news to you, in addition to these facts, to know that at the meet- 
ing of the northwestern woolmen*s executive committee, held in Salt Lake 
November 9, the fact was shown that 60 per cent of the wool manufactured 
since the 1920 clip was put on the market is foreign wool. The warehouses all 
over the country, in Boston, Chicago, Philadelphia, are loaded to the guards 
with 1920 wool. It will be but a few months before the 1921 clip is ready for 
the market, and with this staggering amount of the 1920 clip already on hand 
you can imagine what an additional bear influence this will be. Last winter 
it was conditions of nature which forced the Montana sheepman to the last 
ditch; added to this, now comes these financial and market troubles. This 
combination of adverse conditions will force so many sheepmen out of busi- 
ness that the next year or two will develop a decrease of wool production to 
such extent that the pendulum will swing the other way and the consumer 
will eventually suffer with the sheepman. Some immediate drastic legisla- 
tion should be enacted at this Congress to bring relief to the sheep industry of 
our State and country. 

This letter is not a selfish appeal. It is simply one asking for survival. 
Very truly, yours, 

Montana Purebred Sheep Association. 
G. M. Lewis, Secretary. 

I also desire to read an extract from a letter from Silberman 
Bros., of Chicago, to which Mr. Lewis refers: 

The market has declined so violently that the 25 per cent limit approached 
the danger point, and we doubt very much if more than this price can be 



172 KEVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 

realized at the present time. If your association would prefer speculating on 
the wools instead of closing out on the present market you could send us 5 
cents per pound margin and we would hold same until after the 1st of Janu- 
ary. If you wish to do this Isindly send us the money within 10 days of the 
above date. 

Senator McNary. May I ask, Senator Walsh, whether there is any 
specific remedy mentioned? 

Senator Walsh of Montana. No, sir. 

Senator McNary. I have received a number of communications 
from my State and neighboring. States asking for an embargo. 

Senator Walsh of Montana. Naturally the mind of the wool- 
growers turns immediately upon the discovery -of a situation of this 
character upon something in the nature of an embargo, and it will 
be interesting equally to ascertain and that is one of the purposes I 
had in mind in asking for this investigation, in order to ascertain 
the importation of foreign wools coming into competition with our 
wools and whether or not that is responsible for the present depress- 
ing situation. 

Another thing I should like to have inquired into is to what eirtent 
..uch wools, thus coming upon the market, or any other wools coming 
upon the market, some there by reason of accumulations made during 
the war. Because if the martet is merely suffering now from the 
dumping on it of wool accumulated either in this country or pro- 
duced during the war period it .would occur to me that it would be 
equally appropriate to use war legislation to correct that evil. 

I have asked a representative of the Tariff Commission to appear 
before you and give you the benefit of some extensive investigations 
which have already been made by the tariff board. In fact, I think 
they have a report now in the hands of the printer. The chairman 
has kindly offered to put at your disposal whatever information they 

fet relative to the matter. Also, Mr. Haggenbarth, of the State of 
daho, president of the woolgrowers' association, and Dr. McClure, 
of Salt Lake, has been asked to be here ; but Mr. Haggenbarth is 
appearing before the House Committee on Ways and Means, and 
with your permission I will ask Dr. McClure to make a statement. 

Senator Kendrick. I want to ask you a question about an em- 
bargo. Do you not consider that any effort to determine what effect 
the importation of wool would have and what relief would be felt 
from the embargo necessarily would include the possible effects on 
the market of the embargo against wools that are coming over now ; 
that is, that the question of strengthening the market will restore 
confidence to the value of the wools that are here? 

Senator Walsh of Montana. That would, of course, be pertinent. 

Senator Kendrick. We would have to take into account the pos- 
sibility of what the future may mean with regard to importation as 
well as what has already occurred. 

Senator Walsh of Montana. Yes, sir. If we are to assume that 
the accumulations are the accumulations of the war period and that 
that is what is depressing the price, by reason of that fact it may rea- 
sonably be supposed, of course, that that is a very proper matter to be 
taken into consideration. 

The Chairman. The committee has been told, Senator Walsh, that 
there are countries in Europe that would take the coarse wools if 
they only had credit ; in fact, they have orders for those wools. 
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Senator Walsh of Montana. A gentleman called on me the other 
day — a Mr. Brauer has recently told me that ; but I was not able to 
get from him very definite information concerning the character of 
wools that would be demanded by the German mills. In a public 
statement made by him I notice he refers to the wools as coarse wools. 
Well, the expression " coarse wools " does not convey a very definite 
idea to those who are familiar with the wool business, because our 
understanding of coarse wools ordinarily is carpet wools, and those 
do not come into competition to any great extent with the American 
producers; but I presume that he j)robably does desire to purchase 
American wool, as he is interested in wool that is produced in this 
country. 

I would be glad for you to hear Dr. McClure. 

The Chairman. We will be very glad to hear Dr. McClure. 

STATEMENT BY DE. S. W. McCLTTKE, OF THE NATIONAL WOOL 

OBOWEBS' ASSOCIATION. 

Senator Walsh of Montana. In the first place, will you please state 
your official position, if any, which you hold in the National Wool 
Growers' Association? 

Dr. McClure. I am a member of the executive committee of the 
Wool Growers' Association and for 10 years was secretary of that 
organization. * ^ 

Senator Walsh of Montana. Where are your headquarters? 

Dr. McCluke. At the present time at Nampa, Iduho; and I am 
manager of the Columbia Basin Wool Warehouse Co., which is one 
of the greatest cooperative marketing concerns in the wool industry, 
with headquarters at Portland, Oreg., and I represent here the Na- 
tional Wool Growers' Association. I am also a member of the 
American Federation of Farm Bureau, wool market committee, and 
represent them. 

Mr. Hagenbarth wanted to be here to talk with you, but he is 
appearing before the Ways and Means Committee of the House. 
They had a hearing over there this morning and did not get through 
and he is going on again at 2.30, so he asked me to be here and 
present our case. 

As you gentlemen know, during the war the Federal Government, 
through its experiment stations and the Food Administration and 
the Department of Agriculture, used every possible endeavor to in- 
crease the production of woolgrowing in the United States. Of 
course, it was apparent to them that there were immediate needs for 
an increase in the supply of wool if the soldiers Were to be properly 
clothed. They thought that it was probable that we might not be 
able to secure an adequate supply from foreign countries. I was one 
of the people who went out to increase the production of wool. I 
think that many people went into the woolgrowing industry as a 
result of the Government's campaign, especially in the farming 
States. Many of those people, however, if they took my advice and 
increased the production of sheep and wool, are now in great financial 
trouble. 

I traveled over a great deal of the country, urging them to increase 
the production of wool and telling them of the profits that might be 
made by raising sheep. 
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Senator Walsh of Montana. Where did you go. Doctor? 

Mr. McCltjre. I went all over our western country. I spoke in 
many sections of the country. Mr. Ha^genbarth spoke in the Middle 
West and went up into the cut-over lands of Michigan and Wis- 
consin. And I presume that we got some results and that some 
people went into the business as a result of our efforts. You gen- 
tlemen well know thaf in 1918 and in 1919 we had the most serious 
drought in the western counttr that was ever known there. Last 
winter, following this drought, we had the most severe winter I 
have ever known in the West, and I have been there for 20 years. 
In an ordinary year we will put our sheep in the feed lots in Decem- 
ber or January, and they will come out usually in April or the latter 
part of March. They went into the feed lots in November last year 
and we continued to feed those sheep away up until the 1st of May. 
Sheepmen had already borrowed all of the money they could get 
from the banks, and, of course, in that borrowing we had made 
provision to finance our feeding, the feeding of our sheep, figuring, 
of course, on an average winter, estimating that probably the feed 
charges would be somewhere around $4 a head. 

As the winter was unusually long, the revenue which we had ob- 
tained for the winter feeding was exhausted and the banks and 
loan companies who were backing the sheepmen — and this applies to 
the cattlemen as well — were forced to come through and put up 
additional money. Of course, the stockmen were asked to put up 
additional security, which they did wherever it was possible, but in 
most places they had no additional security. 

We went through the winter borrowing money everywhere and 
anywhere we could get it, until the feed bill at the end of the sea- 
son in many cases was as high as $12 per sheep. In fact, the feed 
bill was even as much as the sheep were worth m many cases. Hay 
that we had usually bought in the State of Idaho — and I think the 
same was true with regard to Montana — at some $4 to $7 a ton went 
up until in the State of Montana they were paying $35 and $40 
a ton for hay to winter their flocks. In the State of Idaho, where 
we raise a great deal of alfalfa, we had to pay anywhere from $16 
to $20 for that hay. 

Senator MoNart. That is in the field? 

Dr. McClure. In the haystack; in the case of Montana baled hay 
on board the cars ; and in the case of Montana they would buy that 
hay and they had to haul it as much as 50 and 60 miles to wjiere 
the sheep were, and the expenses of transportation in addition to the 
price which they had to pay for the hay was very high. 

We usually pay $1.50 per hundred for our com, and we had to 
pay $3 to $4 for the com. I paid $3.02 for my own com. We feed 
m the West a very large quantity of cottonseed cake, which we 
Import from Texas and Oklahoma. We have ordinarily been buy- 
. ing that cake at from $40, $42, and $45 per ton. The cake cost us 
last year, laid down at our railroad stations, from $80 to $90 ; and, 
in addition to that, we had a hauling charge which in some cases 
amounted to half oi the cost of the cake. Arter we got through the 
winter many of the banks and many of the sheepmen were about 
bankrupt, but, of course, we figured on a good lamb crop. 

The spring should have broken and we should have had green grass 
along in March, but it did not open up until late in May. The pre- 
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vious fall, when we bred our ewes, had been so unusually dry that 
fully 25 and maybe 30 per cent did not get with lamb at all, so when 
it came to lambing time we averaged not to exceed 50 per cent of a 
lamb crop. Well, after we lost out on the lamb crop, the sheepmen 
figured that we would be able to pay some of these expenses with the 
wool crop. Well, along on the 19th day of Mav the wool market 
collapsed. That was before we had any opportimity to sell our wool, 
and in fact in Montana there had not been any shorn on that day. 
Wool values, which had been high, simply collapsed and we were 
unable to sell our wool. The result was that the banks and the loan 
companies who had been so good to us and whom we had been prom- 
ising to pay when the lamp crop came, we were unable to pay, and 
then we had promised to pay them when the wool crop came, and then 
we were unable to pay them. In my judgment the woolgrowers of 
the United States still own 95 per cent of the clip for this year. We 
have sold probably 5 per cent of our wool. We have not been able 
to pay either the banks or the loan companies. 

With the collapse of the wool market there came a collapse of the 
sheep marked. Sneep values that had ranged from $16 to $18 and $20 
a head during the war just simply disappeared. The sheep market 
" evaporated." We were unable to sell our sheep at any price and that 
condition continues until to-day. I have not been able to sell any 
sheep since July. I can not sell them at any price. Now, ewes that 
brought $20 a year ago would not sell to-day for $5 a head, because 
there is no money to buy with. ^ • 

Senator Kendrick. Dr. McClure, I want to ask you if you have any 
information or if you have heard of a shipment of 2,000 nead of sheep 
that was recently made from Eock Spring, Wyo., to Kansas City and 
sold at a net price of 33 cents a head ? 

Dr. MoClurb. Yes, sir; that shipment was made from the Rife es- 
tate, of Eock Springs. They recently shipped a trainload of sheep 
to market and sold them at a net price of 34 cents a head. 

Senator Walsh of Montana. That must have been an extraordi- 
nary occurrence. 

Dr. McClube. Well, it was extraordinary, but those ewes were thin. 
They were not fed ewes and there is just no market for them. 

Senator WAiiSH of Montana. You usually ship lambs and matured 
wethers at what season? 

Dr. McClure. Well, we ship them in the fall. 

Senator Walsh of Montana. Well, there have not been any ship- 
ments ? 

Dr. McClure. Oh, yes; we have shipped everything we had, and 
some of our ewes, but i am talking about sales, particularly of breed- 
ing sheep. 

Senator Walsh of Montana. Well, will you tell us what they 

brought ? 

* Dr. McClure. Our lambs were bringing from 16 to 20 cents a 
pound a year ago. Now, we only had a half a lamb crop this year, 
and we felt that we were going to get a lot of money out of our 
lambs, as they were scarce, but we are only able to get from 10 to 
14 cents a pound for them. I understand that feed lambs on the 
Chicago market are running at 11 to 13 cents. Those aixj fed lambs 
from Iowa, Indiana, and Illinois, which those farmers bought from 
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US and fed. They have taken them home and fed them com and 
now have nothing except the increase in weight as a gross profit. 

The company with which I am now connected — this is a coopera- 
tive wool-marKeting concern, which loans money to the sheepmen. 
I trust that the newspaper men present, Mr. Chairman, if I might 
ask, will not report what I am saying, because we are entirely in 
the hands of the banks, and I do not want the impression to get 
abroad that this paper is not good, because if we are called on to pay 
now we can not meet it. The company with which I am connected 
has about $7,000,000 loaned on sheep. We make a loan, and make 
them largely through, the banks, and when the wool is grown and the 
grower shears his wool, we take the wool and sell it on a commission. 
Our company has been unable to liquidate these loans. It is almost 
impossible to liquidate any of them without bankrupting these men 
and ourselves and the banks, because in addition to the loan which we 
carry, the banks in many cases have a second mortgage on the sheep, 
and in many cases they have no security at all, and they have been 
I)utting up carrying charges in addition to such money as we have 
advanced. It is very naturally a critical condition. 

I do not know how much longer we can go on. Mr. Higgenbarth 
was in Chicago the other day and orranized a live-stock finance cor- 
poration by which the banks of New York, Chicago, and Boston are 
putting up" $22,000,000, which will help some of these people ; but it 
IS really not a drop in the bucket, because the amount needed aggre- 
gates $100,000,000. 

•We have been unable to get relief from the Federal Reserve Board. 
We thought we ought to have some from them, and Gov. Harding 
says that he is doing all that he can for us, and he probably is. Some 
new source of money must be found if we are going to carry these 
breeders and producers in the West. 

Senator Page. And how will you expect anybody to lend you 
money when your security is not good ? 

Dr. McClure. This is the unfortunate position, Senator, that the 
security has not been liquid for a long while, and the fellows who 
are carrying us are continuing to carry us with the hope that some- 
thing can be done which" will make those securities good. 

Senator McNary. Until you have been reimbursed by finding a 
market for the 95 per cejit of the wool which has been clipped, 
which is now in the possession of the grower? 

Dr. McClure. Exactly ; and for these lambs. 

Now, the sheep industry and the cattle industry — I presume' that 
everyone that comes before you will tell you that his case is the 
worst. Now, we believe that ours is the worst. There is one thing 
that must be considered with regard to the wool growers and the 
cattle industry and those who are engaged in that business, and we 
have got to do something for them. The farmer who is bein^ in- 

i'ured by low prices of wheat and com is in a deplorable condition, 
lut he will have his farm left and can grow another crop. 

With the live-stock industry it is different. The farmer still has 
his farm left, but with the sheep grower or the cattle grower every 
time we send a ewe or cow to market we have destroyed the farm, 
and there is not any place where we can get a new one. Every time a 
ewe goes down to market her lamb-producing capacity has ended and 
the same thing is true with regard to a cow, and«of course we are 
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destroying something that we can not get back. We can not get 
them back as there is no storehouse anywhere in the world from 
which the country can obtain a new supply of breeding animals, 
whether it be the fanner or the sheepman or the cattleman that 
wants them. 

Our situation, so far as lambs are concerned particularly, is ac- 
counted for by the tremendous importation of lambs into the United 
States. During the war there was a lot of propaganda to produce 
more, not only here but all over the world. We were told that the 
world supply of these commodities was very low when the truth is 
that they were away above normal. That applied to meat, and it 
applied, as I know, to wool. The consumption of these things during 
the war was decidedly abnormal, so that when the war closed we 
found the world's storehouses for both met and wool filled to the 
limit. In New Zealand during the war there went into cold storage 
a surplus of lambs amounting to 5,200,000 head. Those lambs, of 
course, were being used during the war, but they did not have ship- 
ping lacilities to handle them. And the same thing is true with 
regard to wool. All of those things accumulated, and they accu- 
mulated here, and they accumulated in Africa, and they accumulated 
in South America. 

The lamb importations into the United States for) the first 10 
months of this year were — and these figures are from the Bureau of 
Markets — amounted to 2,663,045 carcasses of lamb. 

Senator Walsh of Montona. How does that compare with the im- 
portations for the previous 12 months? 

Dr. McClure. It is 1,045 per cent greater. 

In addition to the importations which are now here, there are 
four vessels afloat from New Zealand carrying probably 300,000 addi- 
tional carcasses of lamb, so that the close of this calendar year will 
find our imports of laiiib into this country from Australia and New 
Zealand and South America totaling 3,000,000 carcasses. That is 
equal to one-third of the total production of lambs in this country, 
and they are only just beginning, so they tell us. 

Senator Kenyon. You feel that a lot of this importation is coming 
here by reason of the fact that the European countries are blocked 
and can not take this stuff which they need ? 

Dr. McCluke. I do not know that, sir, but our dollar is worth 
a hundred cents, and they can unload over here and get more money 
for them than they can anywhere else in the world. 

On September 1 we had in storage in the United States 12,500,000 
pounds of lamb ; on October 1, 25,300,000 pounds ; and on November 
1, 48,670,000 pounds. Every month the amount in storage has 
increased by 100 per cent. 

Senator McNary. Can you translate that into carcasses so that 
we can have a comparison ? 

Dr. McClure. Yes, Senator, these New Zealand carcasses weigh 
34 pounds. Our importation is about 100,000,000 poimds. The total 
lamb produced in the United States is about 300,000,000. 

Lamb is a rather peculiar commodity, for which the market is 
limited. All of the people of our country do not consume lamb, but 
we are consuming in this country anywhere from 9,000,000 to 
10,000,000 carcasses a year, and the imports since April are equal to 
one-third of our total production of lamb. 
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Senator McNary. Let me ask you one question for my own infor- 
mation. In speaking of lamb, lamb carcasses, that has no reference 
to mutton ? 

Dr. McClure. Yes; mutton is included, but that is a very small 
quantity. I might tell you what happened in the National Wool 
Growers' Association. There are great many Americans who do not 
eat lamb, but our association waged a campaign here to increase the 
consumption of lamb, so we assessed the sheepmen of the West, I 
think it was a half a cent a head for each lamb raised during the years 
1919 and 1920. and we <;ollected quite a sum of money and obtained 
the support or the agricultural colleges and employed experts to go 
around over the country urging an increase in the consumption of 
lamb. We spent a good deal of money, thousands of dollars of the 
sheepmen's money. Of course, we were not urging them to eat New 
Zealand lambs, and were not spending that money in the interest of 
the New Zealand lambs, but they are getting the benefit of it. 

Senator Ejenyon. About what would an ordinary lamb bring on 
the market to-day, from which you get lamb chops that are not much 
bigger than a toothpick? 

Dr. McClure. Lambs to-day, fat lambs, are selling at about 11 
cents a pound, and they weigh about 70 pounds. That would be 
about $7.70. 

Senator Ejenyon. Do you know what we pay for one lamb chop 
such as I describe? 

Dr. McClure. Well, it depends on where you get it. Down here 
at the Willard you would have to pay enough to buy a whole sheep. 

Senator Page. Isn't it true that at hotels like the Franklin Square 
and those that come just below the Willard that you have to pay 90 
cents for two lamb chops? 

Dr. McClure. I think that is true. 

Senator Kenyon. Ninety cents for two lamb chops? 

Senator McNary. I think you would have to pay 90 cents for one 
lamb chop at the Willard. 

Senator Page. How can they get the people to buy the lamb chops 
on that basis — ^how can they get the money to pay for them? 

Dr. McClure. I do not Imow, Senator. 

Senator Walsh of Montana. Would it not be fair to take a res- 
taurant like Childs. Of course, where men want the extra service 
that they will get at a place such as the Willard — we ought not to be 
legislating for their interests particularly — ^but take popular-priced 
restaurants. 

Dr. McClure. I agree with you. The sheepmen are eating at 
Childs's restaurants these days. That is where our delegation is eat- 
ing now. 

Senator McNary. Can you answer that question? 

Dr. McClure. I do not know what Childs asks for a lamb chop. 

Senator Kenyon. Some of the newspaper men tell me that you 
have to pay 60 cents for two. Of course, they do not eat at Childs, 
but some of their friends do. 

Senator Page. I am interested in what you say in regard to the 
advances that were being made. 

Dr. McClure. Sir? 

Senator Page. About the advances that are being made on wool. 
You have advances of 25 cents per pound? 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 179 

Dr. McClure. Yes, sir; up to 40 cents a pound. We have ad- 
vances as high as 40 cents a pound on wool. 

Senator Page. Now, I am a wool puller and I have the wool to sell. 
I sell it after it is pulled off the pelt, wool that was worth $1.08 a 
pound two years ago I can get only an offer of 20 cents a pound for 
it now. ^ 

Dr. McCltire. Exactly. 

Senator Page. And 25 cents a pound is being offered. Isn't that 
away above what is being realized and what you can get for the wool 
if they were forced to make a sale? 

Dr. McClure. You see, Senator, we were advanced 25 cents a 
pound and 40 cents a pound on wool at the time when wool was worth 
50 and 60 cents a pound. No advances are being made now. I would 
like to read a letter which very accurately describes the conditions 
of most wool companies. Most of the Boston wool houses are asking 
the \voolgrowers to return 5 to 10 cents a pound of the advances that 
were made to them this summer. Of course, they can't do it. There 
is not any place in the world where you can get it. Out West, on any 
proposition connected with live stock, you can not get $1 under any 
consideration, even if a man's clip of wool depended upon it. You 
can not go to the banks or to the loan companies and get 5 cents a 
pound. 

Senator Page. That does not seem to be quite correct, because I 
am from day to day offered 20 cents a pound and I can get money 
if I am willmg to take the price that the men are ready to advance 
on the wool. If I am willing to take the price, which is to-day about 
20 cents a pound, I can secure the money for it. 

Dr. McClure. I have so. far been unable to sell either my 1919 or 
1920 clips. 

Senator Page. That is your wool in the grease, as it comes from 
the back of the sheep ? 

Dr. McClure. That was last year's wool. You understand, of 
course, I have had that 35-cents advance for a year and a half, and I 
have got 3 cents freight added to it down here, so that wool to-day 
stands me about 40 cents a pound, and then when I get down to this 
year I am not able to sell this year's wool clip. I expected that I was 
going to have to pay back some on last year's wool, so I did not get 
any advance on this year's wool. Now, I have last year's wool and 
this year's wool on hand. 

Senator Kenton. What about the supply in the country? . 

Dr. McClitre. It is enormous. 

Senator McNary. And the majority of the 1919 wool is still in 
the warehouses. 

Dr. McClxtre. I will tell you what I will do with the 1920 wool 
crop — I will donate it absolutely free, my whole clip, to anybody 
who will pay back part of the advance I got on my 1919 wool which 
I will have to refund. My 1920 wool crop will not bring enough 
money in the market to-day to pay back my loss on the 1919 wool, so 
I am getting poorer every day these supplies continue to acc\imulate. 
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Senator Page. I would like to pursue that a little further. You 
say you lack money. Do you expect the Federal reserve banks, the 
Federal reserve system, to advance you 30, 35, or 40 cents a poimd 
on wool that will only sell in the market for 20 cents a pound ? 
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Dr. McCiATRE, Here is what >ve expected from the Federal reserve 
system — the peculiar thing about this wool situation is that the mar- 
ket collapsed, wool values collapsed on the verv day when the Fed- 
eral reserve banks started their deflation of credits. Our market col- 
lapsed on the 20th day of May, and on the 19th day of May we were 
told that tlie Federal Jleserve Board sent out orders to restrict credit, 
and the wool market was put on the black list immediately. I had 
offers in the West on May 12 at 60 cents a pound for a clip of wool 
out there, and on May 20 I could not get 10 cents. 
Senator Gore. Did you sell ? 
Dr. McClxtre. No. 
Senator Gore. Why didn't you ? 
Dr. McClttrb. Because it was worth 64 cents. 
Senator Gtore. Was the market 60 cents? 

Dr. McClure. The market on that wool was 64. I will tell you 
frankly that I did not sell because I am interested in furthering a 
cooperative system of marketing wool. Now, I did not want to sell 
to the people who came around speculating, because that was contrary 
to the very system for which we are working. 

Senator Gore. Would you object to a law regulating the price at 
40 cents? 

Dr. McClurb. Not provided the law reduced the price of a lot of 
things I bought. You remember at 64 cents that the woolgrower 
was not making anything. In my judgment, the woolgrowers have 
lost money since 1917. I do not think they made anything in 1918. 
I know they did not in 1919, and in 1920 they are growing broke. 
There has been no profit in wool since 1917. 
Senator Gore. Did 'they make anything in 1917? 
Dr. McClure. Yes, sir. 

Senator Gore. Did you make anything in 1916 ? 
Dr. McClure. We did fairly well in 1916. 
Senator Gore. How about 1915 ? 

Dr. McClure. We did fairly well in 1915; but. Senator, here is 
what happened to us — ^I have probably already taken too much of 
your time. 

The Chairman. Go ahead ; we are glad to hear you. 
Dr. McClure. Along in April, 1918, Mr. Baruch, then chairman 
of the War Industries Board, wired me, as secretary of the National 
Wool Growers' Association, that the Government need for wool had 
very materially increased, lor me to come down and to bring a dele- 
gation of woolgrowers with me prepared to fix the prices of the 
American wool clip of 1918. We came down here and we were sup- 
posed to fix the price of our wool. If we did make any money in 
1916 or 1917 we had to pay it out in income taxes. We only made 
about 8 per cent and we had really not accumulated anything. Well, 
when we got down here we told the War Industries Board that we 
did not want the price of wool fixed, but the board put it up fo us 
on these grounds, that it had to be done in order to clothe the soldiers 
over there. Now, what could you do ? You could not oppose it, so 
the only thing we discussed then was what price to be fixed. Now, 
every grower, we felt, was entitled to the current price of April 15, 
1918, but the board started to figure around 36 cents a pound. Sup- 
pose they had taken our wool at 36 cents. 
Senator Gore. And the prevailing price was what? 
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Dr. McCltjre. About 60 to 65 cents a pound. Now, we were at 
first scared pretty nearly to death, and the conference lasted for some 
three days, and we did not know which way to turn. If they had 
taken our wool at 36 cents, it would have bankrupted every sheepman 
in the country. So we finally compromised with them that they were 
to buy our entire 1918 clip and such portion of the 1917 clip as was 
then m the growers' hands at the price prevailing July 30 previous. 
Now, that price was anywhere from 10 to "20 per cent, probably as 
much as 25 per cent, lower than the current prices prevailing on the 
date on which the price was fixed. 

The War Industries Board told us that they were going to fix all 
prices. That was the kind of a proposition that they put up to us — 
that they were going to fix the prices on the things we bought — and 
we would be willing that they should fix the price of wool, provided 
they fixed everything else on the same basis. 

Senator Gokb. If they had done that, there would not have been 
any use of fixing prices? 

Dr. McClure. There was not any use of them taking us out and 
fixing our price and not fixing the other prices. 

Senator Gore. I understand, but if they had fixed the price of 
everything, it would have been just as well to have let it remained 
at the larger price, would it not? 

Dr. McClure. We did not want our prices fixed. 

Senator Gtore. I understand that. 

Dr. McClure. But if they were going to fix our prices, we wanted 
them to fix other prices on the same level. 

Senator McNary. What was that price? 

Dr. McClure. I think it worked out on an average of about 53 
cents. 

Senator Kendrick. Mr. McClure, may I interrupt you. I want 
to ask you if you recall at the time that the price was fixed that there 
was a number of sheepmen ill the West that asked to have the Gov- 
ernment take over all of their wool ? 

Dr. McClure. Yes, sir ; that is correct. 

Senator Kend^ck. The reason I call attention to that fact is be- 
cause there was a delegation came here and asked me to go with them, 
and I did so. 

Dr. McClure. You are correct about that, Senator, and I am not 
complaining; if the Government needed the wool, all right, if we 
did get skinned a little bit. Now, let's get down to the present situa- 
tion. We imported into the United States this year 427,000,000 
pounds of wool. 

Senator Gore. That is, since the 1st of January ? ' 

Dr. McClure. No; I am told that this is from January l,*for the 
10 months. 

Senator McNary. Four hundred and twenty-seven million pounds; 
of wool ? 

Dr. McClure. Yes, sir. 

Senator Gore. Principally from Australia and New Zealand? 

Dr. McClure. From Australia, New Zealand, Argentine EepubliCy 
and South Africa. These figures that I have are from the Bureau of 
Markets, and according to. them we had on October 1 in the United 
States in the hands of dealers and manufacturers, 521,000,000 pounds 
of wool. Now, in addition to that the Bureau of Markets estimates 
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that there is 175,000,000 pounds of wool in the hands of growers which 
is not included in the market report. 

Senator Gore. That makes 700,000,000 pounds? 

Dr. McClure. Six hundred and ninety-six million pounds. 

Senator Gore. What would it be normally? 

Dr. McClure. I think it would be 300,000,000 or 350,000,000 
pounds. 

Senator McNary. The clip for 1920 and 1919 is on hand? 

Dr. McClure. That is all on hand for 1920, also part of 1919. 

Senator Xenyon. What are the needs of the American people ; 
how much wool is used here ? 

Dr. McClure. That is the total on hand, 696,000,000 pounds. 

Senator Page. Against a normal of what? 

Dr. McClure. Two hundred to three Hundred and fifty million 
pounds. The different seasons vary, but some years it has been as 
high as 400,000,000 pounds. Then the next clip is coming on. The 
growers in the South start shearing February next. That clip will 
amount to 270,000,000 pounds. From those ngures you will be able 
to get an insight into the condition. There is practically on hand 
now 966,000,000 pounds of wool, including the 1921 clip. 

Then the wool consumption of the United States for the month of 
October was 38,000,000 pounds. Now, you can figure yourself how 
long this supply will last. 

Senator McNary. That is the normal consumption? 

Dr. McClure. No, sir. 

Senator McNary. What would be the normal consumption? 

Dr. McClure. Before the war our annual consumption of wool for 
the United States ranged around 450,000,000 to 525,000,000 pounds a 
year. 

Senator Kenyon. Per year? • 

Dr. McClure. Yes, sir. 

Senator Kenyon. So, you have practically a two years' supply of 
wool on hand ? 

Senator Gore. How much of that is represented by the wool pro- 
duced in this country during 1919 ? 

Dr. McClure. I can not say how much of it is domestic; the im- 
portation was very heavy. 

Senator McNary. Then, there was imported enough last year from 
Argentine, New Zealand, Australia, and South Africa to cover the 
normal consumption in America? 

Dr. McClure.. Yes, sir ; before the war. Maybe the consumption 
has increased some since the war. 

Senator Gore. Was there considerable carried over from 1919? 

Dr. McClure. Yes, sir. 

Senator Gore. To this time? 

Dr. McClure. Yes, sir. 

Senator Gore. On what account? 

Dr. McClure. During the war, as I remember, the consumption 
was about 700,000 pounds of wool. When the war closed the Gov- 
ernment had about 475,000,000 pounds of wool on hand. 

Senator Gore. Foreign and domestic? 

Dr. McClure. Foreign and domestic on hand. In addition to that 
they had a lot of tops, and yarns, and the Government has unloaded 
that. They still have on hand about 50,000,000 pounds. 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 183 

Now, they are importing wool into Boston from the Argentine 
E^Dublic with all charges paid as low as 9 cents a pound 

Senator Kenton. What would be the freight rate from the West 
to Boston ? 

Dr. McCiiURE. Well, it is less than it is from any part of the 
country to Boston. My freight is $3.20. 

Senator Walsh of Montana. You mean more ? 

Dr. McClure. Yes. 

Senator Kenyon. And the freight rates have been recently raised 
in the West. 

Dr. McCluke. I am paying $3.20. I loaded five cars of wool at 
Lakeview, Oreg., on which the minimum freight was $1,050 a car. 
You take wool that is selling for around 9 cents 

Senator Gore. Why don't you send it around through Panama? 

Dr. McClure. We can not get it to the west coast and then ship it 
around any cheaper. We are in the great interior. Our rate to the 
coast plus the ocean rate makes it just as cheap to ship it this way. 
That is true with regard to the bulk of the industry in the inter- 
mountain wool-raising section for the points that are clpse to the 
coast ; we ship through the canal. 

Senator McNary. JBut they do not raise large quantities of wool? 

Senator Smith of South Carolina. Why don't you swap a carload 
of wool for a suit of clothes? 

Dr. McClure. Well, at the price of some of the suits we saw down 
here in the windows, I could not get one for my whole wool clip 
based on the prices of to-day. Now, somebody is going to saj 
that they do not want to put any burden on the consumer. This 
suit of clothes I have on is made out of Lincoln wool. It is the kind 
of wool I am raising constantly. At to-day's prices, there is 90 cents 
worth of wool in this suit. That is all this wool would bring and 
this suit cost me $54, and at to-day's prices of wool, the wool in this 
suit is worth 90 cents. I would sell my whole clip on that basis if 
I had a- chance. 

If you take 9-cent wool — of course that is coarse low-grade wool 
coming in here, laid down at 9 cents a pound and there was 300,000 
pounds of Argentine wool just the other day — ^it costs us 6 cents a 
pound to market our wools. We have freight rates of anywhere 
from 3 to 4 cents, and then we have two and one-half for commission, 
warehouse expenses, and other expenses, so that it costs us 6 cents 
a pound to market our wool, and if we only get 9 cents, we would 
onlv be receiving 3 cents more than the expense of marketing. 

Senator Gore. Is there any surplus wool in other countries that 
you know of? 

Dr. McClure. Yes, sir; Australia has a tremendous supply of 
wool. 

Senator Walsh of Montana. I am interested in knowing whether 
the consumption is normal, and if not, how far from normal it is. 

Dr. McClure. It is not normal, sir. 

Senator Walsh of Montana. And also whether the extraordinary 
importation into this country is due, as a matter of fact, to the fact 
that Europe is not consuming what they ordinarily consume? 

Dr. McClure. I think that is a very important factor, Senator. 
You are right about it; but this is what is happening: We have a 
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100-cent dollar over here, and they are anxious to market as much 
of this stuff to-day in this country as they can ; and when they get 
that dollar home it is worth to them about $1.40 in England. 

Senator Walsh of Montana. Let us examine that H>r a moment. 
That does not make itself entirely clear to me. German marks, as I 
miderstand, are worth about 1^ cents. 

Dr. McCluke. Yes, sir ; I think about one and one-third. 

Senator Walsh of Montana. And that is about one-tenth or one- 
twelfth of the ordinary value of the German mark? 

Senator Page. Or one-sixteenth. 

Senator Walsh of Montana. Well, it would seem to me under 
those circumstances that the German manufacturers would pay sim- 
ply just 16 times in marks what the American manufacturer would 
Say in dollars, proportionately. What difference would that make? 
low, when the German manufacturer competes with the American 
manufacturer he pays in depreciated German marks ; he would have 
to pay, it seems to me, just about ten times as many marks as he 
would in the equivalent number of dollars if their currency were at 
its level. 

Dr. McClure. Well, let's look at the thing this way. I am 

Senator Walsh of Montana (interposing). In other words, what 
difference would the depreciated currency make, provided there is 
a market in the country of the depreciated currency, and in that 
country the manufacturers are competing with the manufacturers 
in this country? 

Dr. McClure. Of course, when you take Germany, I presume the 
market is somewhat influenced by the general conditions over there; 
but here is the way that it worksr 

Senator Walsh of Montana. But it is a fact that the market is 
limited, or that there isn't any market over there, and that is influ- 
encing conditions rather thaii the depreciated currency? 

Dr. McCLtTBE. I suppose they do not have the money to buy these 
supplies ; I do not know. 

Senator Walsh of Montana. If they have marks enough and were 
competing with the American manufacturer, they would . have to 
put up marks enough to make them equivalent to the purchasing 
power of the American dollar? 

Dr. McClure. Of course, Germany has not the marks to buy its 
wool; but take the case of Great Britain. They are buying this 
wool. I can go to Canada and for 85 cents of their money bring 
back $1 worth of wheat. In other words, the Canadian sends his 
wheat down here and gets our dollar and takes it home and it is 
worth $1.15 over there. 

Senator Walsh of Montana. But I do not understand that when 
he comes over here and buys « bushel of wheat for $1.15? 

Dr. MoClubb. No; he does not buy here. We buy there. 

Senator Walsh of Montana. We buy there ? 

Dr. McClukb. We buy a bushel of wheat — pardon me for inter- 
rupting you 

Senator Walsh of Montana. We go over there and buy a bushel 
of wheat. for $1.50 in their depreciated currency? 

Dt. McClure. Exactly. 

Senator Walsh of Montana. We take that wheat over here and it 
is worth, we will say, $1.25 here in our currency. • 
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Dr. McClurb. Well, it is worth more than that. 

Senator Walsh of Montana. Well, if we paid $1.50, it would be 
worth approximately $1.26. Of course, we would have to assume 
that he paid more there, probably $1.50. 

Dr. IMfcCLURE. But, he does not pay more, he pays less. In other 
words, I can take $5 of our money and go to New Zealand and buy 
$7 worth of wool for it in their money. That practically amounts 
to an export bounty to those people of whatever the dinerence in 
exchange here and there is. 

Senator Walsh of Montana. I can not understand that at all. The 
American manufacturers are .competing with the English manufac- 
turers, and with regard to New Zealand wool, the English manu- 
facturers buv New Zealand wool. The English manufacturers takes 
English excnange there. 

Dr. McClure. Yes, sir. 

Senator Walsh of Montana. And the American manufacturer 
takes American exchange and the American exchange will buy more 
wool there than the English exchange will? 

Dr. McClure. Well, that is just the case. 

Senator Walsh of Montana. Well, yes; but when you transfer 
it to American exchange — there is English exchange — ^you get ex- 
actly the same amount in 

Dr. McCluke (interposing). No; you get more English exchange. 

Senator Walsh of Montana. Sure you do. 

Dr. McClube. You get more wool. 

Senator Walsh of ]VK>ntana. But, he would not use the American 
exchange in buying wool? 

Dr. McClure. Yes, sir; that is what he would do. I can take my 
$5 and buy English exchange at the rate of $3.50. 

Senator Walsh of Montana. That would buy $7 worth of wool in 
their depreciated currency, which is only worth $5 in their 

Dr. McClure. No ; it is worth $7 there. I could take my $5 and 
exchange it for British currency and go to Australia and use that 
exchange to buy wool, and I will bring back here $7 worth of wool. 

Senator Walsh of Montana. Not $7 worth of American money? 

Dr. McClure. Five doUars of our money buys $7 worth of wool 
in English money. 

Senator Walsh of Montana. That is the way Ponzi got rich, it 
seems to me. 

Dr. McClure. 1 do not know of anything more that I can add. 

Senator Gore. What is your remedy for this? 

Dr. McClure. Our remedy is this, as woolgrowers we believe 
there should be an embargo on the importation of wools and meats. 
I have explained that with the live-stock industry destroyed, we are 
destroying something we can not get back. Now, we believe we are 
entitled to have, and ought to have an embargo against the importa- 
tion of wool until such time as these conditions change. That is 
the thing we are asking for here. 

We are very much in favor of this resolution which your com- 
mittee is considering. We see the possibility of geeting some addi- 
tional finances out in our country, but we feel that we must, if we 
are to be saved, and if these banks out West are to be saved, and if 
the farmer who has corn to sell, or hay to sell is to be helped, that 
we must have help. The farmer in Idaho can not market his hay 
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unless we go into the market and buy it, and we can not buy that 
hay unless we can have the money to buy it with. 

We are buyers of corn, but we have not the money to buy now, 
to go into the market and bujr the corn. With the market in the 
condition that it has been in this year, it is going to ruin the people 
in the West. There are a lot of banks that are tottering on the 
edge of bankruptcy to-day, and unless something is done to restore 
confidence in the wool and meat business we are going to have a 
panic out there, we believe, such as we have never Iniown before. 

Now, an embargo on wool will not seriously interfere with the 
manufacturers, because we have in thi§ country an adequate supply 
of all grades of wool to meet their demands until such time as the 
tariff is to be revised. And there is another thought that enters 
into it. It is generally understood that there is to be a revision of 
the tariff that will come along next July or August. Now, the wool 
dealers and wool manufacturers are going to load this country with 
enough wool between now and the date of the passage of that tariflE 
act so that the American wool grower and farmer will not receive 
one pennv's benefit from the tariff for a period of three years. At 
the time that the McKinley bill was passed, you remember that dur- 
ing the eight months preceding the date that tariff went into effect 
an importation of wool poured into this country and that during 
those eight months there were 357,000,000 pounds of wool that came 
into the country before the new tariff went into effect. 

Senator Gore. There could be a tax on imported wool after it 
got here? 

Dr. McClure. I think not, personally, Senator, unless it was in 
Government warehouses at the time. 

Those are the things that are staring us in the face. Now, we 
hope you gentlement will assist us in securing an embargo on the 
importation of wool, live stock, and live-stock products. 

Senator McNary. For what length of time? 

Dr. McClure. Well, you can set your own time for that Senator. 
You can set a year. I should say that it ought to be repealed when 
the tariff was revised. 

And, we do not see anything else that can help us. 

Senator Page. It is simply an emergency ? 

Dr. McClure. Senator, we are in a building which is burning 
down and we are burning down a building which can not be re- 
paired. The marketing oi sheep this year is almost as heavy as it 
was last year in spite of the fact that we had less than a 50 per cent 
lamb crop. 

Senator Kenton. And it is a question of destroying that which 
can not be developed here again ? 

Dr. McClure. We can not ever get it back.- When you kill this 
cow or this ewe you are killing something that can not be restored. 
There is no place to get them. 

Senator Gtore. You think this is the only way of keeping the wool 

out? 

Dr. McClure. Oh, yes, sir. I do not know enough about banks to 
say that the Federal Reserve could have saved it. We think they 
could still have done something more for us. We are mighty thank- 
ful for what they did do. We think that fhe Federal Reserve Board 
has tried to do in a few days what ought to have taken years to 
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have done^ and that our trouble started the day they started the de- 
flation of currency, on the 20th day of May. 

Senator Kendmck. Dr. McClure, I think it is due to the Federal 
Eeserve Board here to say at this point that they contended at the 
time the question was first raised before the Committee on Banking 
and Currency that they had not requested the regional banks to 
ask their member banks to restrict credits on any legitimate industry. 
Dr. McClure. Yes, sir; I think that is true. 
Senator Kendrick. Their request was limited, so Gov. Harding 
told our conunittee, to loans for speculative purposes. 
Dr. McClure. I agree with you, Senator; that is what they told us. 
Senator Kendrick. And he insisted before that committee, as 
Senator Page will recall — ^you remmber you are a member of that 
committee, are you not? 
Senator Pageb. I am. 

Senator Kendrick. Senator Gronna, our chairman, is a member. 
You remember his statement, do you not, Senator? 
The ChairIman. Yes; I remember. 

Senator Kendrick. That he had not written suggesting to the 
regional banks the restriction of credit for legitimate businesses. 
Now, that ought to be said to clear the views of uie board. 

Dr. McClure. I think the regional banks -took the position that 
they meant that there was to be a deflation on all lines. 

Senator Kendrick. Pardon me. Dr. McClure, but even though the 
regional banks had restricted the loans exactly as the Federal Re- 
serve Board had requested them to do with reference to these loans, 
it might have meant that even then the member banks might have 
taken the position of going out and lending to those borrowers that 
paid them the best. 
Dr. McClure. Yes, sir ; I think that is true. 
Senator Kendrick. And, to restrict the loans to legitimate patrons 
rather than to the speculators? 

Dr. McClure. Maybe we ought not to say this about the Federal 
reserve banks, the board is not present, but unfortunately this 
Washington board does not seem to be able to do much with the 
banks out there. . 

Senator Kendrick. Well, Dr. McClure, it is a well known fact 
that they have no authority to tell these member banks what they 
shall do. 
Dr. McClure. Exactly. 

Senator Kendrick. They can only recommend to them. 
Dr. McClure. That is true. 

Senator Kendrick. Now, has Gov. Harding issued a statement 
down here with regard to^tting money to finance this wool? 

Dr. McClure. I think Gov. Harding put out a statement to the 
member banks of the different districts urging them to use liberality 
in discounting this wool paper. 
Senator Kendrick. I think they did that in every case. 
Dr. McClure. But in our district, we are under the Kansas City 
district, and they absolutely refused wool p^per. I believe they did 
make some proposition, did they not, Mr. Wilson ? 

Mr. Wilson. They at first made a proposition that we make a 
15-cent chattel mortgage on the wool, but they absolutely refused to 
handle the paper otherwise. 
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Dr. McClure. You see, we already had a chattel, mortgag^ 
against us. 

Senator Kendrick. I want to point out another thing. When th^ 
difficulty first started there was this thing. OriginaUy back las| 
spring, when the first difficulty occurred, I think it was a year ancj 
a half ago, and I asked the f^ederal Keserve Board at that time ii 
it were not true that the western banks, the regional banks, were 
becoming afraid of their securities and were restricting these loans 
onthat account. They denied it at that time, but I thii5k subsequent 
events proved that that was the correct view. The local bankers 
were afraid that their securities were declining in value. 

Dr. McClure. Well, it is pretty hard to finance an industry that 
is already in a little further than it ought to get in, but we are in, 
but I believe if you will give us an embargo we will work out. 

Senator Kendrick. I think there ought to be an embargo. 

Dr. McClure. That is mighty nice. 

The Chairman. You undoubtedly have made a careful study of 
the present laws, Dr. McClure? 

Dr. McClure. Yes, sir. 

The Chairman. What is your idea with regard to what is known 
as the antidumping clause? 

Dr. McClure. That will not help us at all. 

The Chairman. It will not help you at all? 

Dr. McClure. That prevents stuff from being dumped here at a 
lower price than it is sold for at home. Now, that is not being done. 
The only thing, I suspect, is that the British Government is storing 
these lamb carcasses ^rom New Zealand without them ever having 
been sold. Now, maybe we could get at them through the anti- 
dumping law. That might affect them, but it will not affect the wool 
situation, because they are not dumping wool at lower prices than 
they obtain at home. 

The Chairman. They are really sold at a lower price than the 
American prices, of course? 

Dr. McClure. Yes, sir ; I think that is true. 

The Chairman. I think that is true with reference to all products? 

Dr. McClure. Yes, sir. 

The Chairman. In connection with Senator Walsh's statement, 
I will say for the record that I keep in pretty close touch with the 
prices of wheat. I naturally would do so, and the Canadian wheat 
IS commanding a premium above our wheat on the Winnipeg and 
Minneapolis markets of^ 20, 25, and 30 cents a bushel. 

Senator Wali^h of Montana. That, of course, is due, I take it, 
Senator, to the difference in the rate of exchange ? 

The Chairman. Exactly. 

Senator Smith of South Carolina. Do you know whether Govern- 
ment bonds and Liberty bonds that are- now held by the banks — I 
presume in your section of the country the banks still hold a con- 
siderable number of these bonds? 

Dr. McClure. I do not know what quantity. 

Senator Smith of South Carolina. They are now worth around 
85 and 90 cents, and they let the customers pay 10 or 15 cents, and 
they hold the bonds with the understanding that that bond while 
held by the bank should not be charged against its commer<Ual credit. 
What effect has that order that has gone out commercializing all of 
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those bonds and charged them up against the different sections as so 
much money being outstanding in that section when crystalized m 
the form of bonds charged up against the conunercial credit rather 
than the charge standing on its own footing and leaving the com- 
mercial credit imimpaired. To what extent (wes that operate in your 
section? 

Dr. McClure. I do not know. I would say to a very considerable 
extent. 

Senator Smith of South Carolina. My attentioji was called yes- 
terday, and has been called several times, to the condition of the 
farmer who has a credit on $2,000, a commercial credit that he can 
run for 12 months to do business on a farm. The bank solicited him 
to buy a bond for $1,000 with the understanding that that bond 
would stand upon its own responsibility, the bank carrying 90 per 
cent of it and him paying 10 per cent, and they would hola it there 
with that equity without any time limit. When the spring opens 
and he goes to get his $2,000 credit at the bank they tell him that 
he has not got a $2,000 credit there, that he has already used $1,000 
of it, as that bond is charged up to his commercial credit. 

Dr. McClure. Yes, sir. 

Senator Kendrick. And I am investigating right now to find out 
to what extent that element enters into these tremendous loans which 
we are told are permitted in the agricultural sections. I am in- 
formed by a reliable banker, one of the biggest bankers iii my section 
of the country, that is the case all over the country. 

Dr. McClube. Yes, sir. Senator. I do not have anything more, 
unless you want to ask me some questions. 

The Chairman. Your people are in favor of reviving the War 
Finance Corporation? 

Dr. McClure. Yes, sir; we are very much in favor of it, because 
we think it is going to hfelp us ; and if it will help us to export some 
of our surplus wool, we ought to export some wool. 

Senator Gore. Have you tried to arrange any credits with Europe? 

Dr. McClure. We have been talking with Secretary Houston, but 
he does not approve of those things, or anything else, as far as I 
can find out, which relates to the farmer. 

Dr. Wilson is here. He is president of the Wyoming Wool Grow- 
ers' Association. 

The Chairman. We will be very glad to hear Dr. Wilson. We 
want to thank you very much for your statement. 

Dr. McClure. I want to thank the committee for the opportunity 
of appearing before it. • 

STATEMENT OF DB. T. M. WILSON, OF MoEINLEY, WTO., FBESI- 
DENT OF THE WTOHINa WOOL OSOWESS' ASSOCIATION, HEIE- 
BEB OF THE EXECTTnYE COMMITTEE OF THE AMEBICAN LIVE 
STOCK ASSOCIATION, AND ALSO OF THE AMEBICAN NATIONAL 
WOOL OBOWEBS' ASSOCIATION. 

The Chairman. Give your name to the reporter, and the business 
you represent. 

Dr. WiLsoN% I am president of the Wyoming Wool Growers' As- 
sociation, member of the executive committee of the American Na- 
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tional Live Stock Association, and also of the American National 
Wool Growers' Association. 

I do not believe that I want to add very much, but I would like 
to just give you a little history of our own country. 

in the first place, I would like to say something with regard to the 
Federal reserve banks, or, rather, the Federal Keserve Board. I was 
one of a conmiittee that came here. Senator Kendrick had been 
working with the board through our secretary and trying to explain 
matters, and we came down here, and after my return home we 
issued a circular letter to all of the wool growers in Wyoming, in 
which we said that we believed that Grov. Harding was very helpful 
in his suggestion, and that he had called our attention to the xact 
that the plan we nad come down' here with was injurious and would 
hurt, and there were a great many bankers affected, and we had 
worked out a plan that was absolutely satisfactory to every wool 
^ower present, and we felt very pleased and higmy satisfied, and 
tiiat we felt that our people were going to ^et through all right. 

The plan was practically this, as outlined by Gov. Hardii^, 
that the bank knowing the condition of the woolgrowers — and !&&. 
Marlow, of Montana, was there, and he objected for some time at 
first, and did' not want to make such an arrangement with the wool- 
growers, and did not want to advance such a sum as they thought 
was sufficient, and the question was asked as to how much, and he 
said that is up to you men. You know the conditions. That was 
entirely satisfactory to Mr. Marlow and the others that were there, 
that they could take and issue certificates, or rather — ^I can not re- 
member the term — ^but it was simply, this, that we would take the 
wool and load it on the car when it was being shipped from the 
terminal point, and we were then, the banker was to attach the 
farmer's note or the .woolgrower's note to. this bill of lading and 
that was to be cashed by some of the regional banks, whichever 
bank we were doing business with, to the amount of the capital and 
surplus of the member bank. And that was not to be charged up 
to any line of credit that that bank had with the Federal reserve 
bank. And Mr. Marlow objected that that would not save our peo- 
ple, that that would not be enough, and he made some other sug- 
gestions, and the governor came back at him with other ways in 
which we were to get more, that this wool paper could be discounted 
with their correspondent, and that the correspondent could discount 
that with the Federal reserve bank without it being charged up to 
any of the credit that that bank had with the Federal reserve bank. 
And with that plan we thought it was possible to take care of the 
business and everybody was thoroughly satisfied and felt that the 
Federal Reserve Board had done a great deal for us. 

We are imfortunately in the Kansas City district and when we 
went to put up our paper — I know when we went home we notified 
all of the people — and when we went to put it up to Mr. Miller, he 
said " No," and absolutely refused. And they called him and had a 
meeting at Cheyenne, where most of the bankers of the State were 
present and his propqsition was simply this, that he would take a 
chattel mortage of 15 cents a pound on the wool and would discount 
that paper. 

Senator Kenton. How much did you say that he was willing to 
loan, secured by that chattel mortgage ? 
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Dr. Wilson. Fifteen cents a pound. That simply meant that the 
wool at that time had a normal value of 40 cents a pound was only 
considered sufficient security for a loan of 15 cents a pound and we 
felt that a 15-cent mortgage would cause a break in our prices, and 
tend to bring the price down to 16 cents. And when we came back 
at Gov. Harding regarding the matter, Gov. Harding said that he 
could do nothing with the member banks ; that the governor of that 
bank controlled the policy of the bank. 

Senator Kjenyon. That is true. Of course, the Federal Reserve 
Board can not tell a member bank how much they can loan. 

Dr. Wilson. This Federal reserve bank, this board could not tell 
the Federal reserve bank at Kansas City which they should do ? 

Senator Kenton. They can not do that. 

Dr. Wilson. I do not know what a board is for. I thought it was 
of great importance, this board at Washington. I do not know how 
many members were present, but they haa nearly a full attendancer 
and when those members decided on a course, I had an idea that it 
would more or less control what the Federal reserve banks in the 
country would do, but I found out that it did not. Now, I do not 
know as to the law or anything about that board, but I do know that 
those are the facts. But there has been so much said about the Fed- 
eral reserve bank that I simply want to set Gov. Harding and the 
board here right. They were very helpful and if the plan they sug- 
gested had been carried out, why, I don't think we would be here 
pleading to-day because we would have secured what money we 
needed from this. 

Senator Walsh of Montana. Has it worked out in the Minneapolis 
district? 

Dr. Wilson. I do not know, Senator. I have not heard as much 
complaining from the wool men in that district, although they are in 
hard shape. 

Now, Dr. McClure told you of the condition of the sheep men 
throughout the country and also with regard to the way the sheep 
are being sacrificed now. 

With regard to that one bunch that were sold for 34 cents. They 
were first sent to Denver and were held there for two or three days. 
Being old ewes they naturally shrunk very badly. Not being able to 
dispose of them in Denver, they loaded them up and sent them to 
Omaha, with the same result. And there has been a part of the time 
this fall, during this rush, that it was impossible to get cattle or 
sheep either one into the stockyards the day you arrive. Some of them 
stay there on the cars for quite a while before they even get unloaded. 
And after they get unloaded they go into chutes and then into a little 
pen, and then they are put in the alleys and driven in the alleys for 
quite a distance to get to the pen, that they are intended for. 

Every commission company has so many pens in a certain part of 
the yard, and some of the live stock have not been able to get to those 
pens in two days and there have been cases where men have taken 
their stock out of the yards and put them back on the train and 
shipped them home. 

Senator Walsh tells me he has just gotten a return on 750 odd head 
of sheep sent to market, and he got $900 for the 750 odd head, and the 
^^ jilace in the United States to sell them to-day, I think, is in Chi- 
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cage, and they are paying something like 3^ and 4 cents, and fat ewes 
are going as high as 5 cents. 

Senator Kendrick. That would mean about $3 a head, wouldn't it, 
Doctor? 

Dr. Wilson. Why, yes, sir ; for the average run of ewes. I have 
here a statement from one of the largest if not the largest sheep sales- 
men in the United States. They say : 

The sheep market is even worse than the lamb trade. Choice, big, fat, heavy 
native ewes are selling at 4 cents, and thousands of cull to medium ewes from 
2 to Si cents. We believe we have solved the sheep business. Quotations on the 
Chicago market show tankage is selling at $80 to $90 a ton. You can buy the 
best native ewes here at $80 and the bulk of the ewes at $50 to $70 a ton, so we 
advise our friends who are feeding liogs to kill the sheep and feed them to the 
hogs, as it is the cheapest feed that you can get, much cheaper than tankage and 
fully as good ; then you have the skins besides. There is nothing on the list as 
cheap as these fat native ewes now. Not only that, but the packers say they 
can not sell the mutton, and if you come to Chicago and buy a few loads for feed 
it will help people who have sheep to market later ob. 

This statement further says: 

Choice feeding lambs, which were selling up to 12^ cents a week ago, are 
down to 11 i cents now, and all the choice feeding lambs this week sold from 
Hi to 12 cents. Fat Inmbs have dec ined rapidly and the best sold here Weflnes- 
day up to 11 cents. To day, with very few here, the top was 11^ cents while 
the general market is 25 to 50 cents higher. , 

Senator Goke. Those prices have not been reflected in the price of 
stock? 

Dr. Wilson. The best answer I tan give with regard to that. Sen- 
ator, is that in Denver a little over a week ago the president of the 
Live Stock Exchange, Al Prey, there had been getting a part of his 
meat from the packing house and taking it home at night, the pack- 
ing house being in the yards, and he went home one evening without 
any and had to go around to a comer store to get a little bacon, and 
he went in and asked for 2 pounds. It was a very nice little meat 
and grocery store, and the party put up what he supposed was 2 
pounds of bacon, and he says, " How much is it? " The merchant 
says, " $1.35." He says, " My God, I only wanted 2 pounds," and he 
says, " That is all you have got, 2 pounds." " You do not mean to 
tell me that you charge 67^ cents a pound for cured meat that costs 
you 36 ? " '^ Yes, sir ; that is just what I am charging." " Well," 
he says, "you ought to be prosecuted." And he says, "I am going 
down town and see if I can not do something with you." He found 
out that he cut up one beef a week. There are other outfits in 
Denver cutting up as high as 80 and there are others which cut up 
1, 2, or 3 a week. He was paying his cutter $35 a week. He pub- 
lished this and said that they ou^t to be compelled to reduce their 
prices 15 cents a pound retail. Now, that was the average price right 
along, and on Monday morning Denver had meat at 15 cents a pound 
less than they had it for Saturday night. 

Senator Kenton. Can you get that man down to Washington? 

Dr. Wilson. No ; but I will tell you — of course, you could get him 
down to Washington. You can get some other men that are just as 
good, and they could accomplish the same thing if they would take 
the proper steps. That had its effect in Chicago. The retail prices 
in Chicago went down Monday a week ago. 

Senator Goke. I don't believe it has been felt in Washington yet. 
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Senator Kenton. I think there ought to be a monument erected to 

that man. • 

Senator McNary. Now, what is your remedy for the situation? 

Dr. Wilson. Why, simply stop things untu we catch up. I was 
asked if there was any place in the West where you could go, west 
of the Mississippi River, to-day and buy a large bunch of cattle, and 
I said that I did not, unless you go to the market. I do not know 
of any place in the West where you can go to-day and buy a large 
bunch of sheep. 

Senator Gore. This low price of wool is not reflected in the price of 
woolen goods ? 

Dr. Wilson. I am afraid it is not. It is not iii the suit — in the made 
suit. 

Senator Gore. Then it would be a good idea to get the men in here 
who manufacture the woolens and ascertain what is the cost of 
manufacturing woolens and sec what they are selling for, and try to 
trace it through to the final consumer and see where all of this 
spread of profit takes place. 

Dr. Wilson. A young man in our country who won a bet on the 
election bet a $75 suit of clothes 

Senator Gore. He ought to be prosecuted for stealing it. 

Dr. Wilson. No ; I beg your pardon ; he said that there would be 
a 3,.500 mgjority. He thought that he would be smart and beat the 
condition in some manner, and by some cooperatiA^e arrangement he 
sent down to the Carolinas for enoagh woolens to make two suits. 
and he took that to the tailor. I do not know just what the cost pi 
that cloth was, but I think it was $20 he had paid for the cloth, and 
he thought he could get two suits for the price of one. 

Senator Gore. He sent to South Carolina ? 

Dr. Wilson. I do not know — to one of the Carolinas — and he got 
the goods for $20 for the pattern, ajid he took it to Denver to have 
it made, and the first place that he went to wanted $150 for making 
the suits. But he finally did get it made for $115. He had paid $20 
for the pattern, $40 for the two patterns — ^I believe he got an extra 
pair of pants — and they cost him $115. That would make $155 for 
which he got the two suits. He could not have bought them at the 
tailor's, though, for less than two hundred and a quarter. 

Senator Kenyon. Your remedy is an embargo ? 

Dr. Wilson. That is all I can see. 

Senator Gore. Don't you think that if you put an embargo on that 
it will raise the price of woolen goods ? 

Dr. Wilson. 1 do not see how it could. 

Senator Gore. I Imow, there are many things in which we can 
not see any reason. 

Dr. Wilson. I know. Senator, most anything can occur. I met a 
gentleman in-Mr. Clay's office in Chicago, and he told me that he was 
a manufacturer, and he says that he ,has 6,000 employees. He has 
had them so long, and has never had any labor trouble, any strikes, 
that he feels like they are his children and he has to help to protect 
them, and he says that they have so many Inillions of dollars worth 
of goods in New York, and whenever he reduces the price of the 
goods, the foreign goods are reduced to just a little bit lower, and that 
when he catches up and would like to reduce them again the price is 
reduced on the foreign goods ; that they can reduce faster than he can. 
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I am informed, and I believe 4;hat it is absolutely true, that Eng- 
land is sending lots of wool to Germany but is retaining *the title to 
the wool. It is not sold, nor disposed of to Germany, but the Ger- 
mans manufacture it into Avoolens and then England takes the yarn 
and disposes of it in the markets of the world. She does not let those 
people have any title to it, but — take our own situation : Last winter, 
the first of this year, we started into feeding. Not only that, but 
we had all of our own feed. It happened that we had plenty. I had 
to buy oiie car of corn extra. 

We generally sell from $75,000 to $125,000 worth of stuff. This 
year, up to date, we have not Sold one single, solitary dollars' worth 
of stun. We got $16,000 advanced on our wool, and we have had 
to borrow to pay expenses after that $16,000 worth. And we bor- 
rowed a little more ; we borrowed $5,000, and he had hardly turned 
around until we had to have another $5,000, and now we are in debt 
between $45,000 and $50,000. We have 3,000 lambs to sell, but we 
have not been able to sell them ; I did not happen to be around when 
the fellows came around to buy them. We had an offer when I left — 
I do not know whether tKe boys have taken it or not — for 10 cent3 
a pound, weighed up at* home. That is all we asked. We were given 
that offer over the phone, and I said, " You have bought something." 
He said, " Well, you have got a week, and you can see them and I 
will* give you a first mortgage on them," which is perfectly satis- 
factory, and that means we will have to have the money to buy 
corn and pay the freight. 

'I do not know how it has come out; I do not know whether they 
did it or not. But remember, we have to get money to carry him. 
We need the money to pay our own debt, and the condition of our 
banks is deplorable. They have all stood back of us. They realize 
that if this thing goes they have gone too. There is no helping it ; 
and they are making every effort to carry every person they can; 
the banks are willing to do everything they can. . I do not believe 
we have had anybody closed out. I know of one condition there 
where a banker had $70,000 owed to him by four or five parties who 
were cattlemen. They sold the cattle and paid $70,000, and he was 
absolutely unable to renew the notes ; they could not renew the notes 
for $30,000 for them. And they had to get a renewal in another 
place. Now, in an ordinary banking and in ordinary times if he has 
$100,000 coming to him and $70,000 would be paid at once he would 
be glad to take care of the $30,000. Our people are simply in very 
bad shape. Everybody has got to wait until they make something. 

The Chairman. If it will not disturb you, 1 want to ask you a 
question to get your opinion. The question has been asked here with 
reference to the exchange ; isn't this the way it works out : The raw 
material here in America, what we call raw material, which is the 
farmer's finished product, is very cheap. Dr. McClure has given it 
as his opinion that the wool that goes into a suit of clothes is worth 
about 90 cents. Now, does it make very much difference how high 
the present American dojlar may be if the foreign country can come 
here, and has come here- and pay the premium on our currency and 
buy this raw material ? You can guess what happens, that that 
material* is shipped to the foreign countries; jpanuf acturers . pay 
their help in their own depreciated currency. Now, that supposedly 
applies to Germany ; that is about 16 to 1 now. Now, for every dol- 
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lar that the American manufacturer pays out, for every dollar that 
the German manufacturer pays out, the American manufacturers 
will have to pay out $16. Now, if that manufactured article is per- 
mitted to come in here you will see that that is an unfair competition. 
And England is to-day, and every other European country is to-day, 
making enormous sums of money out of their depreciated currency. 

Now, that is one question which I believe ought to be discussed be- 
cause foreign countries have been profiting ; I taiow whereof I speak, 
on their own depletion in currency. We know that money, as I said, 
is cheap, and labor is high, and their products are high, but too rapia 
depletion means absolute ruination. Now, there is the danger, and 
, where the Federal Reserve Board has made a mistake, and I have 
so told Gov. Hapding. I am not an economist, I am simply a farmer, 
but I can readily see that it means the ruination of American 
industries if this program is carried on, and the currency; that is, 
the value of the currency is being enhanced and the value of currency 
in aU European nations is being lowered. You are a college pro- 
fessor J[ understand 

Dr. Wilson. No ; I deny that. I do liot care what you call me, but I 
am not a college professor. 

The Chairman. That is all right and I beg your pardon; but I 
would like to have your opinion. 

Dr. Wilson. I think that to a certain extent is true. I understand 
that Germany is paying their labor less than they paid back in 1914; 
less than half. They are able to get labor extremely low, and that is 
why England is sending wool over there and holding the title to the 
wool, holdinff the title in their own name, because they can get it 
manufactured, the labor is so much cheaper than even in England, 
ihey are thereby enabled to make an additional profit. I think that 
that is absolutely correct. 

The Chairman. Whether you are a college professor or not, I know 
you are a business man of experience ; of great experience. Now, is it 
your experience that it is dangerous for us here in America to try to 
deflate our currency 

Dr. Wilson. I have seen a statement in one of our recent papers, 
lately, that they believe that England, always bright, always looking 
out lor England, was keeping their currency in its present condition 
simply for the benefit that it gave her. And, if they are bright enough 
to do that, we ought to be bright enough not to let her get too much 
from us. Mr. Higgenbarth has been up in Canada, and Canada, not 
more than two weeks ago, maybe not that long ago, passed an embargo 
on hides, felts, and skins, of all animals of every description against 
Europe, Asia, Africa, South America, Central America, and Aus- 
tralia. 

Senator Gore. You mean on hides coming into Canada or going 
out? 

Dr. Wilson. That does not apply to us and Mexico ; that embargo 
of Canada. That is on condition 

Senator Gore. I know, but I do not catch you. Dr. Wilson. 

Dr. Wilson. Canada has put an embargo on them coming into 
Canada on importations. 

The Chairman. Now, I am interested in wheat, in the wheat market, 
and the Canadian farmer sells a bushel of wheat for 12 to 15 cents 
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more than the American farmer gets, but the Canadian farmer pays 
his debts with Canadian dollars, just as readily as the American pays 
his debts with the American dollar. 

Dr. Wilson. Absolutely, and the Canadian farmer will export his 
wheat to this country, and, when he exports it, he will get 15 cents 
on the dollar extra. 

Senator Smith of South Carolina. But the point that Senator 
Gronna is making is this, that if the farmer has incurred debts in the 
deflated dollar or at the inflated prices, that now, when he comes to 
settle that debt, he settles it on an appreciated dollar. Therefore, 
this is going to ruin him, because he bought when the dollar was 
worth so much. Now, when he goes to pay that debt, the dollar is 
worth twice that. Now, I think they should have held this until the 
season when there was a minimum amount of credit out in order 
that the agriculturalist, who turns over his investment once a year, 
might have been given a chance to begin the next production with a 
gradual deflation so that when he buys these supplies to produce his 
crops in the spring, he would. not have to pay it in the fall with a 
dollar that was worth twice as much, and, at the same time, his stuff 
was only bringing in half the number of dollars, and less than half 
than the number of dollars. That is the idea. You take the cattle 
raiser, his costs were increased until he paid 10 cents a pound for 
them, and when he went to sell them he could only get 5 cents a 
pound. 

I buy a Liberty bond, for instance, at $1,000, and I am a farmer. 
That will take 5 bales of cotton, when I purchase the Liberty bond 
5 bales of cotton would pay for it. Now, it will take 30 bales of 
cotton to pay for it, . ' 

Senator Gore. I do not see where it hits the bondholder. 

Senator Smith of South Carolina. If the farmer bought a Liberty 
bond for $1,000 last year, to pay for it this year he would have 
figured that it would have taken 5 bales to have paid for it, but, when 
he goes to pay for it he finds that it will take 30 bales of cotton to 
pay for it instead of 5 bales. 

Senator Gore. Yes ; I see the point. 

Senator Smith of South Carolina. That is the situation. 

Dr. Wilson. I read where a banker had sent for a cotton trader to 
come in and see him. He came in smiling, knowing that he was 
going to get something hard, and that he had better smile as long 
as he could and he said to the banker : " You know, as I was coming 
up, I was just thinking of the change in conditions." He said : " Do 
you remember me coming here five years ago, and I wanted to borrow 
$1,000 and you turned me down and woiudn't let me have it? " He 
says : " You know, I owe you $100,000 this morning." The banker 
says : " That is what I sent for you for." He says : " I am awfully 
sorry, but when that comes due, I will have to call it. I can not 
possibly renew it." The man says: "What is your business? " The 
banker says : " I am a banker." The man says : " Well, I am here to 
tell you that you will be in the cotton business as soon as you call 
that loan." He did not have it. 

You know the condition, gentlemen. There is no use talking about 
it, in the West, and I include the stock raiser in the West. I am not 
making a special plea for the sheepman, because the cattleman is in 
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just as bad shape. The cattlemen in our country last year rather than 
tx) bny feed and feed their cattle, and a jgr^at many sheepmen shipped 
their cattle and sheep to New Mexico, Texas, and Arizona, wherever 
they could find feed and pasture for them, and in the spring them 
shipped them back. Now, I have ^ot a friend who shipped 8,000 head 
of sheep back from down there to Wyominir. He had them in the 
stockyards at Caspar and there came that April storm and he lost 
3.(K)0 head. He had r),000 head that he had paid freiprht to Texas on 
and freight back left, and he had 8,000 head killed that he had paid 
frei^t to Texas on and back. But he was fortunate enouirh to sell 
his wool for 61 cents. 

Senator McNakt. What agricultural products. Doctor, would you 
include in this embar|ro? You say that the live-stock industry is in 
the same condition as the wool, and you really want to safe^iard the 
wool, and the lamb, and the live stock. Would yo\i po any further? 

Dr. WiLsoK. Well, I do not want to ^o too far, because you under- 
stand the further we go the less liable it is to pass. 

Senator McNakt. I understand that you are not makjng a special 
plea for anything except sheep. You are not making a special plea 
for the cattle, although you say they are in the same condition? 

Dr. Wilson. They are, absolutely. 

Senator McNaey. Then the embargo ought to include them ? 

Dr. WiLsox. I want the embargo to include sheep and live stock and 
their products. 

Now, they sold some packer hides at Denver here two weeks ago at 
5 cents. 

Senator Kekdrick. Packer hides ; good hides. 

Dr. Wilson. Packer hides. 

Senator Keni»ick:. Five cents? The quotation of the market is 
that they are above that. 

Dr. Wilson. But there is nobody to buy them. 

Senator Kendrick. Packer hides sold as high as 71 cents a pound 
in August, 1919. That was the peak price. 

Dr. Wilson. They sold, I know, at 35 cents and as high as 40 cents, 
which was a high price during the war. But those hides sold for 6 
cents, and that is the price to-day. That is, packer hides at 5 cents. 
Six or eight months ago hides were selling for 24^, 

Senator Kendrick. Are there manjr hides and pelts being brought 
into this country- from foreign countries? 

Dr. Wilson. I do not know with re^rd to the situation, whether 
there are hides and pelts being brought in or not. I have not noticed 
lately, but that is the condition, and I think that wool and live stock 
and their products should be included — that we ought to cover all of 
them. 

Senator Kendrick. Live stock? 

Dr. Wilson. Live stock and live-stock products. 

Senator Kendrick. ^ou might emphasize the fact on wool ? 

Dr. Wilson. Yes, sir. 

The Chairman. We are very much obliged to you, Dr. Wilson. 

Senator Walsh of Montana. If that is all that Dr. Wilson has to 
say, with the permission of the committee, I would like to call Mr. 
Walker. 
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STATEMEHT BY MB. 7. F. WALKEB, OF GAKBIEB, OHIO, SECBE- 
TABY 07 THE OHIO WOOL GBOWEBS' A8S0CIATI0H AHD CHAIB- 
MAE OF THE WOOL COMMITTEE OE THE AMEBICAH FABJI 
BUBEAV 7EDEBATI0H. 



The Chairmak. Please give your name and the organization you 
represent to the reporter. 

Mr. Walkeb. J. F. Walker, Gambier, Ohio ; secretary of the Ohio 
Wool Growers' Association, chairman of the wool committee of the 
American Farm Bureau Federation. 

Mr. Chairman and Senators, our position in the East with regard 
to the wool situation is not a life and death proposition with us 
altogether, because we follow diversified farming, but our condition 
is very serious. We have attempted to increase the production of 
wool in Ohio and the adjacent States in the past three or four years. 
Dr. McClure has- told you somewhat of the efforts that have been 
made during the past few years. During the past few years I have 
addressed over a thousand meetings. I have talked production to 
those men, during the entire period of the war, because I knew the 
situation that we were in with regard to suitable wool not only for 
the civilian population but also for our soldiers. 

Senator Gore. Have you been into those localities lately? 

Mr. Walker. I do not dare to go there now. I am staying away. 

We are confronted with this situation. There are a great .many 
men in Ohio and adjacent States who have stocked up with sheep 
at prices that were nigh. It was nothing uncommon for ewes to 
bring from $18 to $25. That was no unusual occurrence. To-day 
those sheep, and I am speaking of the very best ewes in the State, 
can be purchased at prices rangmg.f rom $6 down. They are breeding 
stock. The market on other grades of sheep has depreciated ac- 
cordingly. Ohio has a reputation of producing the best wool in the 
United States. On the 16th. of November — ^we have a cooperative 
marketing association with 4,000,000 pounds of wool. I happen to 
be the manager of that association. We offered 1,200,000 pounds of 
fine Ohio wool, good clean wool, at 44 cents and the reply that we 
got was that they would not be interested in these wools at more than 
30 cents a pound and then in a minor way. 

Senator Kendrick. Mr. Walker, you are giving the price of sheep 
per head at this time, not of breeding ewes, do I understand ? 

Mr. Walker. Yes, sir. 

Senator Kendrick. What are ewes worth now? 

Mr. Walker. I bid in a bunch of ewes, two lots of ewes which I 
was asked to bid in. Gentlemen, I bid in those ewes, those two lots. 
The first lot at $5.85, and the second lot at $6 per head. Those are, 
I might say, the very best strain of ewes in our State. Ewes are 
selling at an average of 12 to 14 cents a pound. That same lot of 
ewes, gentleman, sold at a public sale and ttat same gentleman a 
year ago refused $30 a head for those ewes. 

Senator McNart. What is your remedy? 

Mr. Walker. We are asking for an embargo. 

Senator McNart. Just on wool? 

Mr. Walker. We are confining our effort in saying we want an 
embargo on wool, because we do not know of any other remedy, 
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and naturally as wool men we are ooIt interested in wool, and can 
only speak for the bisiDess which we Feprtscnt. 

Senator McXakt. Wool and Iamb camsBesv and other products! 

Mr. Wauossl Wool and lamb canvasses and other products^ We 
haye an oyersupply at the present time. There is no apparent 
market. 

You might be interested in a question which came up with re- 
gard to the imports that are cc«mi|r into this country. 1 haye here 
ngures taken bom the Bureau of Slarkets and they are from 1909 
to 1918. The ayerage importation was 20S.29S.000 "pounds. In the 
. year 1917 we imported 4^.995 Jf»>poundsw We more than doubled 
the ayera^ prewar importation. In 1918 we imported 453,727,000 
pounds; in 1919, 422j000,000 pounds: and the statement giyen you 
for the first 10 montiis of this Tear, 427.000.000 pound& 

S^[iator Waubh of Montana. Just a minute, Mr. Walker. Prob- 
ably a yery large portion of that w«iit into the Goyemment pur- 
chases? 

Mr. Wai<keb. Well, a part of that large importation did go into 
the Groyemment purchases. 

Senator Walsh of Montana. Well, that has been disposed of 
practically. They only haye about 50,000,000 pounds. 

Mr. WAI.KEIL It has been resold to the dealers and the manufac- 
turers. 

Senator Waush of Montana, Haye you any information relatiye 
to how much of that is reaUy still ayailable and unmanufactured? 

Mr. Wai<keb. The reports here giye on hand October — these are 
Bureau of Market reports — 520,000,000 pounds, in round numbers. 

Senator Wai^sh of Montana, That is, ^ill on han4? 

Mr. Waxkeb. That is, in the dealers' and manufacturers' hands. 
The woolgrowers haye, I should say, 95 per cent of the wool of 
the present wool dip. The present wool clip is still in the hands 
of the growers, or under their control, in pools in some central 
location. 

It will be only fiye months until we haye a new clip off in the 
east. When we haye this new clip there is going to be between 
900,000,000 and a billion pounds of wool in Uie United States to 
take care of a consumption which is normally taken care of--eyen 
daring the war period they only consumed 600,000,000 pounds. 

Senator Wajlsh of Montana. Am I correct in the assumption I 
make that the extraordinary accumulation of wool in this coimtry 
now in the hands of dealers and manufacturers was brought about by 
the purchase of wool by the Goyemment during the war period ? 

Mr. Walker. I would not say by the Goyemment, because the 
Government only purchased that wool during one year. It was 
brought about in two ways. The first is this : Austria and Grermany 
normally consume 800,000,000 pounds of grease wools per annum, 
and for six years they haye consumed but yeiy little woo^ due to the 
fact of the World War. They had no way of getting that wool dur- 
ing the period of the war. Tuey haye had no credit since that time. 
That wool has accumulated, and America has been the best market 
for that wool because of the fact that we were the* only country that 
was buying with money that was- worth 100 cents on the dollar. It 
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was worth more than that in foreign currency, and the best possible 
outlet for all of these wools was America, and our manufacturers 
were running full speed and they anticipated their wants and they 
bought large quantities of wool. The woolen mills ran possibly more 
than normal, but I do not have those figures. Consumption was 
approximately 600,000,000 pounds. Our normal production in the 
United States yearly is 300,000,00^) pounds. We have had during 
the last two or three years a gradual accumulation of wool because 
of the fact that we have imported more wools than we have actually 
put through our mills. 

Senator McXaky. After the 1921 clip, which you fix the date as the 
Ist of May, you will have enough wool in the hands of the American 
manufacturers to last a period of two years? 

Mr. Walker. We will have enough wool, putting it very conserva- 
tively, to last for normal requirements, at the rate we have always 
consumed wool, at least 18 months, or until June, 1922. 

Senator Kendrick. When will the other crop which is coming on 
be on the market? 

Mr. Walker. It will be readv for the market between May and 
June, 1921. 

The Chairman. You are a wool grower, so you are familiar with 
the supply of wool. Xow, why is it with these conditions our manu- 
facturers are still buying wool from abroad, from the foreign coun- 
tries ? 

Mr. Walker. Well, it is because they feel they can buy wools there 
cheaper than here. Some of the manufacturers tell us here in the 
East what their quotations are from the foreign markets. I strike 
here a quotation from South America. A man says I can buy wools 
for 16 cents a pound. That would be suicide for us to take any such 
price as that. He says I can buy wools from Australia laid down 
here at approximately 30 to 40, which is very cheap, even to-day, 
and in addition to that the man that was buying his wool antici- 
pated that he would be able to buy it cheaper a little later on, and 
we have been unable to dispose oi our wool at any market in the 
country. We have scoured the country. At this time last year we 
had actually marketed 2,000,000 pounds of wool, and were cleaning up 
our accounts and getting the money back to tne growers by the 1st 
of November. This year, on the 1st of November, out of 4,000,000 
pounds of wool on hand, we had not sold a half a million pounds, 
and then I think we had sold more than any other pool in the 
United States. 

The Chairman. Of course, I am including Australia. 

Mr. Walker. Absolutely. 

The Chairman. How about Argentina? 

Mr. Walker. Argentina is practically the same. I think that is 
30. I think they pay a little better than that for Argentina. 

The Chairman. So, with our money high, I assume that a dollar 
will go further; they can pay their freight with the difference in 
exchange? 

Mr. Walker. I think that might be interesting in that connection. 

iSenator Kendrick. Well, in this value, these relative values of the 
two currencies, the difference will pay the freight? 

Mr. Walker. More than pay the frieght. It will more than do it. 

Senator MoNart. From the large woolgrowing countries? 
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Mr. Walker. From the lar^ woolgrowing countries; yes, sir. 
I am a fairly strong man, out I can not carry enough raw wool 
on my back to buv myself a suit of clothes. It would take the prod- 
ucts of 3 acres of my ground, which is worth $350 an acre, devoted 
to sheep growing to raise me enough revenue to buy a suit of clothes. 
Xow, that is the condition that is confronting us men. And that is 
the situation in most of the East. We have the lambs left. 

I sold a bunch of lambs in Texas at 40. My men could not pay me. 
They had sheep, but could not get the money out of them. I started 
to feeding my hogs, and mv hogs all took cholera and died. I have 
got my surplus lambs, and 1 have got my corn left. 

But the big thing ahead of us right now is the holding of the men 
back on the farm. Sixty thousand farmers between the ages of 15 
and 60 have left Ohio farms during this last year, out in Ohio 
alone; and for every man who came back to the farm in the State of 
Ohio seven men left last vear. 

Now, what are we gomg to sav to those men? What are you 
gentlemen going to say to them ? tThat are you going to do in a way 
to make it safe to continue in agriculture? Fifty per cent of the 
purchasing power — ^here is a thing that I want you men to consider 
seriously — 50 per cent of the purchasing power m the United States 
is invested back on the farms. Now, those men can not buy, because 
they do not have the money to-day. My wool is entirely tied up. 
My sheep that I did sell have gone to south Texas and the men can 
not pay for them. What little wheat we raised is still in the barns, 
because the elevators are full of Canadian wheat and the mills are 
buying Canadian wheat instead of Ohio wheat. I can not find a 
market for anything I have got to sell. * The only consolation I have 
is that I have gotten credit at the bank or I would be unable to go on. 
Senator Kenyon. Are there many tenant farmers? 
Mr. Walker. Have we many? 
Senator Kenton. And what is their condition ? 
Mr. Walker. I just want to illustrate. Mr. E. O. Bradfute, of 
Xenia, who is one of our most prominent farmers in Ohio, made this 
statement to me two weeks ago. He had a son who came in from the 
service and was offered $2,500 a year over at Columbus. He wanted 
to go back on the farm. He has got one of the very best farms. I do 
not know at what he values his farm. He has a large farm, and a 
large barn well stocked with good live stock, and it is in a high state 
of cultivation. He told the boy to invoice the stock and he would 
make a proposition. After the boy invoiced the stock, he told him 
that he had better pare it down in a few places. That boy has worked 
hard all summer and has not squandered a dollar and to-day he is 
$7,000 in debt. " Now," he said, " I am going to wipe the slate clean 
^ith that boy and start again." There is just where the tenant farmer 
is to-day. I know of some farms where the tenant farmers are sell- 
ing everything they have got on the farm, and are trying to get out 
of the country. 
Senator Kenton. What percentage of your farmers are tenants? 
Mr. Walker. I can not answer that question accurately. I presume 
that better than 50 per cent of the farmers, actual farmers, are tenants. 
Senator Kenton. And how do they pay their rent, by cash? That 
is a $100 an acre farm. 
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Mr. Walker. I think the majority of the fanners work on a basis 
of 50-50, on a 50-50 proposition, the owner furnishing the farm and 
the tenant doing the work and furnishing some stock and implements 
on the farm. 

Senator Kenton. On 40-cent com? 

Mr. Walker. We sold our corn in Ohio, that corn can be purchased 
in Ohio at prices ranging from 40 to 50 cents a bushel on the farm. 

Senator Kenton. How is he going to pay the rent? 

Mr. Walker. He can not pay the rent. He simply can not pay the 
rent. He will simply have to repudiate his debts. That is the only 
thing that the tenant farmer can do. 

Senator McNart. Are there any farmers in Ohio that can sell their 
corn for the cost of production? 

Mr. Walker. Not this year. My farm — we go over our account 
very carefully — and I told the men that are working for me that if 
they would take everything that was sold oflp of the farm this year, 
take the increase in stock at market prices, and I would pay the taxes 
on the farm, I would not charge them a dollar for the investment or 
the equipment or anything of that sort, but if they would do that 
they could have it for their wages if they would take it. They said 
that they would study over it and look at the books, and they came to 
me volimtarily just before I came down here and they said, " We are 
going to work lor you for less money next year. You can not afford 
to pay us what you have been paying us.'' I have had those men with 
me ever since I began farming, 14 years ago. They are a part of the 
farm, just as much as I am. That is the class of men I have on my 
farm. That just shows the condition. And I know that every man 
has worked hard trying to make something out of the farm. 

The Chairman. Could you give the committee what it cost to pro- 
duce your wheat this year? 

Mr. Walker. I am not so familiar with wheat, Mr. Gronna, because 
in my particular section we do not raise wheat except as a by-product 
in order to get the com ground down in grass again. 

Senator Kjbnton. I want to ask a more fundamental question: 
What effect is this whole situation having upon the minds of the 
farmers? 

Mr. Walker. What effect would it have? 

Senator Kenton. What effect does it have? 

Mr. Walker. Well, what effect would it have, what effect would it 
naturally have on anybody that suffers these losses. It is a proposi- 
tion with which they are oecoming disgusted. 

Senator Kenton. What do you think it is due to ? 

Mr. Walker. Well, you can hear most any reason. We are not 
so much interested in what brought this matter about. It is a con- 
dition and not a theory that we are interested in. We are not par- 
ticularly interested in the cause, but we know that it has happened. 

The Chairman. That is a question that we ought to be able to 
work out. 

Senator Walsh of Montana. What is your remedy, what remedy do 
you have to offer? 

Mr. Walker. I think the most feasible plan would be an embargo 
against the products of which we have an abimdant supply in this 
country until such time as they can be absorbed through the chan- 
nels. 
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Senator McNary. You want to reserve the American consumption, 
the American market for American products? 

Mr. Walker. Absolutely. You might be interested to know that 
labor is interested in the farmer. It might be interesting to you to 
know that last week I had a letter from a labor-imion man who was 
writing to me along another line, that he said, "We are in favor of 
eating American live-stock products and American wheat. We are 
not in favor of wearing clothes that are not made in America. In 
fact, we stand for 100 per cent Americanism." That is the attitude 
of labor to-day, because labor is looking forward to the fact that 
if the farmer can not buy, they can have no market in which to sell 
the product of their labor, and they want to stick by the farmer. 
They know that the farmer can not buy automobiles and can not buy 
anything unless he has the money with which to buy it, and there 
is not any man who is more interested. 

Senator McNary. What agricultural products would you propose 
should be included in this embargo bill ? 

Mr. Walker. I am not here to make any recommendations other 
than on wool, because we are more interested in the supply of wool. 

Senator McNary. And the lamb carcasses? 

Mr. Walker. I know that the other persons can give very good 
reasons why their products should be included. I think it is no more 
than right that they should be taken care of and I am quite willing 
that they should be, and would be glad for them to be taken care 
of — any j)roduct that to-day is suffering from an abnormal impor- 
tation of foreign products to take advantage of bur high-price mar- 
ket conditions as compared with theirs. 

The Chairman. You people have discussed the question of reviv- 
inff the War Finance Corporation? 

Mr. Walker. It has been discussed; yes, sir; and we feel that it 
would be a great help. There is no question about it and we are in 
favor of any remedy that will alleviate the condition. We think that 
the War Industries Corporation would help, and that it would help 
materially. 

Senator Walsh of Montana. You think that it will help condi- 
tions in central Europe so that they may absorb some of their surplus 
wool? 

Mr. Walker. That would be one way in which it could help re- 
establish the credit of central Europe and allow them to go on pur- 
chasing wool. But I am not over sanguine about Germany coming 
in and buying wool, because if Germany could buy wool tney could 
buy cheaper in South America, if they had the credit, or in Australia. 
Now, an instance of that 

Senator Walsh of Montana. That is the argument; they do not 
have the credit, and we have to extend them credit, upon a basis of 
an immediate arrangement. 

Mr. Walker. England has advanced some credit to Austria, about 
$800,000,000, in order to rehabilitate their factories, and they are 
shipping 20,000,000 pounds of wool to Austria to start their factories 
going. 

The Chairman. Are there any further questions that you wish to 
ask, Mr. Walker? 
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There is one question that I might ask you and that is, what does 
it cost to produce a bushel of wheat ; about what was the cost this 
year to produce a bushel of com; do you know? 

Mr. Walker. We figured it out on our farm — ^now, I am not quali- 
fied to make a statement with regard to this, because I am a live- 
stock farmer, and my specialty is in live stock. The grain that is 
raised on my farm is an incident with us rather than the main pro^ 
fession. Well, our com and our wheat — I can tell you what the 
wheat cost us to produce. It cost us $4.25 a bushel to produce this 
year because we had practically a failure. While we normally raise 
30 to 35 bushels to the acre, we only raised 10 bushels this year. It 
would have cost us more than that if I had not put in oats and gotten 
a crop of oats that way. Our com has cost us this year, for every 
bushel of com we have, and it has cost us about $1.04 a bushel. The 
average price for our com now is about 75 cents a bushel. That is 
what it is selling for with us, as near as I can figure ; that has Been 
the cost. $1.Q4. 

The Chairman. How much is corn selling for now ? 

Mr. Wa^.kei{. Bight in our immediate vicinity you can get it for 
60 cents, but, you see, we are not in the com section of the State. 
Down in the corn-producing section of the State it is selling for 
40 to 45 cents a busnel. 

Mr. Heflin. It has cost you about 44 cents a bushel more to pro- 
duce it than you are able to sell it for? 

Mr. Walker. Y es, sir. 

The Chairman. We are very much obliged to you, Mr. Walker. 

Mr. Walker. I thank you. 

STATEMENT OF ME. L. 0. CONHOB, OF THE TTNITED STATES 

TAUTFF COMMISSION. 

The Chairman. Give your full name and the position which you 
occupy to the reporter. 

Mr. Connor. L. G. Connor, United States Tariff Commission. 

Senator Walsh of Montana. You say you are with the Tariff 
Commission ? 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. How long have you been with them? 

Mr. Connor. I am loaned to the Tariff Commission from the 
United States Department of Agriculture. I was with them from 
August of last year until the 1st of last April ; and I am with them 
now, again, until about the 1st of March. 

Senator Walsh of Montana. What is the character of your work 
with the Agricultural Department? 

Mr. Connor. I have been an assistant agriculturalist. 

Senator Walsh of Mantana. What particular work were you 

doing ? 
Mr. Connor. I was working in connection with the sheep and wool 

industry. 

Senator Walsh of Montana. How long have you been occupymg 

that position? . . , , i. 

Mr. Connor. I have been working in connection with the sheep 
and wool industry for several years. 
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Senator Walsh of Montana. Have you heard the figures that 
were given here this afternoon by the witnesses concerning the plac- 
ing of an embargo on the importation of wool ? 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. Are they substantially correct? 

Mr. Connor^ I think they are, sir. If I may say, sir, I have a 
great deal of detailed information of that sort which I never try 
to carry in my mind. I can not give the figures exactly. I have 
them on paper, and can give them to the committee. They might 
be of more value to the committee. 

Senator Kenton. I think that would be a good idea. Have you 
any compilation of that character? 

Mr. Connor. I have been trying to do that, but I have not had 
the time, because I have had considerable work down there upon 
which I have been putting in my daytime and nighttime, and I 
have not been able to get to this. 

The Chairman. Have you that detailed statement ready at the 
present time ? 

Mr. Connor. It would take a Couple of weeks if I put in all of 
my time to get it in the form I would like to have it in, but I can 
give the figUres to you approximately in a very short while. 

Senator Walsh of Montana. How long? 

Mr. Connor. Within a couple of days, I think. 

Senator Walsh of Montana. What would be the general character 
of those figures, Mr. Connor — what would they cover? 

Mr. Connor. They would cover the existing stock in this country 
and abroad and, as near as anyone can get from the trade, the gen- 
eral situation in Europe. That, of course, is something no one knows. 
Nobody knows what the European situation is — in Germany, Poland, 
Austria, and the old part of Hungary — and no one knows when they 
are able to get back on a normal basis. 

Senator Walsh of Montana. Wquld that include an estimate of the 
current production in the world ? ^ 

Mr.\ Connor. The current world production; yes, sir. 

Senator Walsh of Montana. And would that include the current 
consumption by countries? 

Mr. Connor. Well, that is a very difficult thing to get because of 
the conditions in the British possessions. The British authorities 
are very careful about what they say, and anyone's guess is pretty 
nearly as good as anyone else's. 

Senator Walsh of Montana. Well, what is the basis of such a 
policy of secrecy? 

Mr. Connor. I do not know, sir. 

Senator Walsh of Montana. How do you know they are careful 
in doing it ? 

Mr. Connor. Because they say so. 

Senator Walsh of Montana. They say so? 

Mr. Connor. Yes, sir; for instance, the statement is made un- 
officially there is approximately 400,000,000 pounds of wool in the 
British market and passed into the hands of speculators; but there 
has been nothing said as to what the real amount was, so far as we 
know. 

Senator Walsh of Montana. They just say that it is "reported"? 
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Mr. Connor. Just reported that there is approximately 400,000,000 
pounds, and they have in addition 3,000,000 bales of wool, just about 
3,000,000 bales surplus. 

Senator Walsh of Montana. There is no diflSculty about getting 
substantially accurate figures concerning what the production and 
the consumption and the imports are into this country? 

Mr. Connor. Xo, sir. 

Senator Walsh of Montana. Will you teU us in a general way 
what the United States produces — ^the normal production in this 
country is — and the normal importation and give us the total con- 
suinption? - 

Mr. Connor. That is. material purchased by the large American 
wool manufacturers. Before the war, up to the end of the fiscal 
year they had gotten about 600,000,000 pounds. That is about what 
the consumption was. 

Senator Walsh of Montana. How is that divided between do- 
mestic production and importation? 

Mr. Connor. It is pretty nearly half and half. As a rule, before 
1914 we would average about 526,000,000 pounds; but 215,000,000 
pounds of that is imported wool, and, of course, considerable of that 
was carpet wool, some of which is useful in the manufacture of 
clothing. 

Senator Walsh of Montana. Well, of the importation of 300,000,- 
000 pounds, how much of that was carpet wool? 

Mr. Connor. It would average about 215,000,000 pounds. I really 
could not say how much of it was carpet wool; somewhere around 
about 13. 

Senator Walsh of Montana. The United States does not produce 
any carpet wool? 

Mr. Connor. Very little. We would be better off if we had none. 

Senator Walsh of Montana. From where do they get it, from 
what source does it come? 

Mr. Connor. Fronj the Navajo and sheep of Arizona and New 
Mexico. And then there is always a part of every lot of fleece in 
this country which is available for carpet use, because it is very low 
and very coarse. 

Senator Walsh of Montana. Well, then, you would say that there 
was approximately 100,000,000 pounds more produced here than 
is imported? 

Mr. Connor. I would say a little over 100,000,000 pounds. That is 
the prewar basis. 

Senator Walsh of Montana. I understand. Let us get down to the 
war period. Was the situation before the war, and while the war 
was going on in Europe, and before we entered the war, did our 
importations increase or diminish? 

Mr. Connor. They increased, sir. There were several restrictions, 
but in a general way importations increased at least 50 per cent. I 
can not give you those fibres offhand. They have not been pub- 
lished, but they are readily available. It increased very rapidly, 
verv rapidly, due to the arrangement of the British Government, 
and those importations were very heavy from South America. 
Senator Walsh of Montana. Now, what was the cause of that con- 
dition ; what caused this unusually large importation into this coun- 
try during these years of 1914, 1916, and 1916? 
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Mr. Connor. We were making uniforms for the foreign Govern- 
ments, sir ; millions and millions of yards of goods were oeing used 
for that purpose. 

Senator Walsh of Montana. So that that assisted them about get- 
ting supplies here? 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. Do you think the increase was as high 
as 50 per cent? 

Mr. Connor. Up to April. 1917, at least 50 per cent ; I am sure. 

Senator Walsh of Montana. Now, of course, those supplies, those 
importations, were, of course, not consumed in the regular course of 
manufacture ? 

Mr. Connor. Yes, sil*. 

Senator Walsh of Montana. Now, coming down to our entrance 
into the war, what have you to say concerning the imports into the 
United States during the years 1917, 1918, and 1919 ? 

Mr. Connor. They were very high, indeed, sir ; at least double that 
of the previous prewar average, practically. Our consumption for 
1918 was close to 720,000,000 pounds of grease wool. 

Senator Walsh of Montana. Our importation ? 

Mr. Connor. Our consumption; of that we produced about 300,- 
000,000 pounds. In 1919 the consumption was approximately the 
same, slightly less, in spite of the fact that the mills had shut down 
during tJanuary and February. 

Senator Walsh of Montana. What year? 

Mr. Connor. 1919. After the armistice there was a great deal of 
unsettled feeling in the trade. In fact, there was a great deal of 
unsettled feeling and uncertainty. 

Senator Walsh of Montana, i ou say that during 1919 we ran up 
again as high as 700,000,000 ? 

Mr. Connor. Practically 700,000,000; very close to that in 1919, 
The consumption was almost as heavy as it was during 1918. 

Senator Walsh of Montana. How do you account for the extraor- 
dinary consumption of wool during the year 1918? 

Mr. Connor. Because during the war the use of wool for civilian 
clothing, of civilian use, was restricted, and the people simply had to 
have the goods, and in 1919 those who could bbught them. They 
had to. It was a condition which was forced upon them, and they 
bought in spite of the high prices which were prevailing, and the 
mills were working overtime supplying the clothing manufacturers 
and the tailors. 

Senator Walsh of Montana. Thus, in 1917 and 1918 the extraor- 
dinary consumption went chiefly into military uniforms? 

Mr. Connor. They went into military and naval uniforms, yes sir. 

Senator Walsh ot Montana. For military and naval use ? 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. So that the ordinary civilian popu- 
lation was obliged to get along with less? 

Mr. Connor. With less; yes, sir. 

Senator Walsh of Montana. And to-day they have caught up ? 

Mr. Connor. They have caught up. 

Senator Walsh oi Montana. But there have been no considerable 
purchases during 1919? 
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Mr. Connor. It has been the prevailing sentiment in the trade- 
wholesale, retail, and in the manufacturing trade 

Senator Walsh of Montana. Well, then there would then appear 
to have been no considerable stock carried over in 1918? 

Mr. Connor. In 1918 the stock carried over was less than the 
prewar normal in the fall of the year. 

Senator Walsh of Montana. How about 1919? 

Mr. Connor. In 1019 the wool dealers put a great deal of money 
into large importations from South America and South Africa. 

Senator Walsh of Montana. I do not understand. 

Mr. Connor. In 1919 the wool dealers put their large surplus reve- 
nues, surphis income, after they had paid their income taxes into 
wool. They bought particularly on a speculation basis and from 
South America, and from South Africa. 

Senator Walsh of Montana. Because with the outlook at that 
time it looked like a good buy ? 

Mr. Connor.. They imported very heavily. The fact that they im- 
ported 420,000,000 pounds during the year 1919 speaks for itself. 

Senator Walsh of Montana. And what amount do you compute 
or estimate was carried over at the end of the year 1919 ? 

Mr. Connor. The stock on hand in March, 1920, was somewhat 
above the prewar normal. I really do not know — nobody knows — 
what the real supply was at any period of the year, but the supply 
on hand, in the hands of the dealers and the mills is lowest about 
May or June and about normal along about March. And the supply 
actually carried over in March, 1920, was somewhat above the 
prewar normal. Not above the normal war period. 

Senator Walsh of Montana. What would the prewar normal be? 

Mr. Connor. It would be pretty nearly three-quarters of a year's 
consumption. A year's consumption was around 525,000,000 to 
550,000,000 pounds. I am just giving it to you normally, in round 
figures. I am not giving it to the committee absolutely correct, but I 
can give you the actual figures. 

Senator Walsh of Montana. Well, for the present take the esti- 
mate and then you can supply the figures, if you can get the figures, 
so far as you can do so, Mr. Connor. 

Mr. Connor. If I may add, in the fall of 1919 the wool dealers 
had already stocked up on foreign wools and the demand had been 
all through 1919, the demand had been for fine wools, because the 
consuming public only buys and wants the fine woolen labrics. 

Now, the dealers thought that they were going to make a good 
buy and get a large amount of raw wool abroad, and they had 
already stocked up and had a domestic supply on hand in the fall 
of 1919, but the demand for that kind of wool did n'ot become strong 
so they were very much afraid along in the fall of 1919 and in the 
winter of 1919 and 1920 when the British Government pretty neai'ly 
scared them to death, because they were loaded to the rafters of their 
warehouses with foreign wools, as well as domestic, medium low 
wools which they had bought at a pretty low price. That accounted 
for it absolutely. Well, the market, the wool market began to break 
on the 20th, the market had in it a dearth of low medium wool, 
almost. The wool men in the West when they went out in March and 
April and May they were not making any bids for low wool in the 
West. They only wanted fine wools. When the wool market broke 
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on May 20, therefore, primarily the market was for fine wools, be- 
cause they had no sale for the other wools, and could not take them 
on consignment. 

Senator Walsh of Montana. Well, now, when you say that the 
stock on hand in the month of March, 1920, was somewhat above the 
normal ; about how much do you have in mind ? 

Mr. Connor. Somewhere around about one-fifth, I should say, 
above the prewar supply for that time of the year. I am not abso- 
lutely certain. It was figured at that time on the grease basis. Since 
the Bureau of Markets began to get up reports we are able to tell 
the kind of wool. Before, it might have been wool in the grease, it 
might have been pulled wool, and it might have been scoured wool. 

Senator Walsh of Montana. The accumulation of one-fifth above 
the normal, would not operate to utterly demoralize the market, al- 
though it might operate to decrease the price. Do you think it would 
demoralize the market ? 

Mr. Connor. It would not demoralize the market. 

Senator Walsh of Montana. To what do you attribute the ap- 
parent collapse of the wool market in the month of May ? 

Mr. Connor. To the continued importation of foreign wools and 
the decline in consumption. The consumers of wool were supplied 
within a few months. 

Senator Walsh of Montana. Well, take the year of 1920, so far 
as the figures are available ; how have the importations been during 
that period ? 

Mr. Connor. They have been pretty high. During the first 10 
months of 1920 420,000,000 pounds of wool was imported, which is 
actually twice as much as was normally imported before the war 
in any one year. That is, the prewar average. 

Senator Walsh of Montana. Yes ; and then this situation is due, 
apparently to a larger increase in importation and a decrease in con- 
sumption ?> 

Mr. Connor. Yes, sir; a large increase in iniportation and a de- 
crease in consumption in the last 12 months, particularly during the 
last year, but the consumption has been largely decreased during the 
last six or eight months. 

Senator Walsh of Montana. Now, is consumption identical with 
manufacturing? 

Mr. Connor. Well, I am speaking of mill consumption. 

Senator Walsh of Montana. Mill consumption ? 

Mr. Connor. Mill consumption ; yes, sir. 

Senator Walsh of Montana. That is to say the mills are not oper- 
ating as they were ? 

Mr. Connor. No, sir. 

Senator Walsh of Montana. Well^ are they shut down or are they 
Working short handed? 

Mr. Connor. Both. They may not be running short handed, but 
they are running short time and have cut out all overtime. 

Senator Walsh of Montana. Where have these large quantities of 
imported wool come from? 

Mr. Connor. South America, South Africa, and during the last 
W months, Australia. 

Senator Walsh of Montana. And is that the current product of 
those countries or does it come from their accumulated stock? 
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Mr. Connor. They had accumulated stocks in South America. 
The foreign wools were largely ccmiing from South America. The 
foreign wools were largely coming from South America and South 
Africa. Some of it had accumulated in South Africa and in South 
America. Large stores had accumulated in New Zealand and Aus- 
tralia. 

Senator Walsh of Montana. It was from the South American clip, 
however? 

Mr. Connor. Almost the entire wool we get from South America 
is medium wool — ^that is, the Argentine wool ; about 80 per cent of it 
is wool in the grease, or low-grade and medium wool. 

Senator Walsh of Montana. During what period were these stocks 
accumulating in South America ? 

Mr. Connor. During the period after about April, 1917, when the 
submarine began its heavy sinking program of merchant shipping. 

Senator Walsh of Montana. Have you any figures upon the in« 
crease of stock in South America during that period? 

Mr. Connor. I have not been able to get hold of the exact figures. 
There are no official figures published so far as I am able to ascertain. 

Senator Walsh of Montana. Can you supply us with the esti- 
mates? 

Mr. Connor. I can give you the estimate. 

Senator Walsh of Montana. An estimate would be the best that 
you could give us? 

Mr. Connor. Yes ; those figures will give you the surplus stock oa 
hand in Australia, South American points during this last spring, 
the amount on hand practically amounted to an accumulated surplus 
because their wools are usually all sold out by the 1st of April every 
year. Their great clip comes off in September. 

Senator Walsh of Montana. They are sold out by the 1st of April? 

Mr. Connor. The 1st of April ; yes, sir. 

Senator Walsh of Montana. So then the figures would show the 
amount that was carried over each year about the 1st of April ? 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. Well, now, about the other sources of 
Australia and New Zealand? 

Mr. Connor. It is questionable, of course, about the figures from 
South Africa. 

Senator Walsh of Montana. So far as South Africa is concerned^ 
how about the surplus there ? 

Mr. Connor. I do not think that they accumulated any great sur- 
plus. I think their supplies were very low. 

Senator Walsh of Montana. How did they get rid of their sup- 
plies during the period of the submarine activities ? 

Mr. Connor. They sold very heavily to Japan and also to the 
United States. 

Senator Walsh of Montana. And they were brought around by 
the Pacific routes? 

Mr. TJbNNOR. Yes, sir ; I expect so. They could only get to Japan 
by the Pacific; but the submarines were not active. in south x^tlantic 
waters nor along our seaboard, except in sporadic instances. So the 
wool did not go through the submarine zone at all. 
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Senator Walsh of Montana. Well, then, as to New Zealand and 
Australia, the supplies coming from those countries apparently came 
from the accumulated stocks? 

Mr. Connor. Entirely so. 

Senator Walsh of Montana. What information have you con- 
cerning the stock carried on hand in those countries? 

Mr. Connor. I do not have any actual details as to the stock car- 
ried over. I figure out that it would be about 2,800,000 bales in 
Australia and in the hands of the British Government. Add that 
to the South American stocks and it will make about 3,000,000 bales. 
A bale weighs 330 pounds, so that is practically 1,000,000,000 pounds 
of wool. 

Senator Walsh of Montana. In the nature of accumulated stocks? 

Mr. Connor. In the nature of wool surplus added to the usual 
supply of wool. That is practically one-half, or nearly so, of the 
world's annual consumption of wool. It is not a big surplus though 
when you consider that the Central Empires didn't have any wool 
during the war; but considering the present financial situation it is 
an overwhelming amoimt. 

Senator Walsh of Montana. I didn't understand that quite. 

Mr. Connor. I said taking into consideration the normal consump- 
tion of the central European countries that the supply of wool is 
practically not more than will meet their demands under normal 
conditions, but those countries can not buy wool as they would under 
nonnal conditions. So when you consider the market conditions 
and the present financial situation this is an overwhelming supply. 

Senator Walsh of Montana. I think that is all I desire to ask. 

The Chairman. Senator Kenyon, do you have any questions that 
youcare to ask? 

Senator Kjbnton. No, sir. 

The Chairman. You spoke about wool coming from South 
America. Will you kindly state from which countries that wool 
comes — from what portion of South America? 

Mr. Connor. From Chile, Argentina, and Uruguay. 

The Chairman. From what part of South Africa does this wool 
come? 

Mr. Connor. From British South Africa. 

The Chairman. It nearly all comes from British possessions ? 

Mr. Connor. Yes, sir. 

The Chairman. So that we might sav that the wool coming from 
Australia, New Zealand, and South Arrica is coming from British 
possessions ? 

Mr. Connor. Yes, sir ; practically. 

The Chairman. If there are no other questions, we are very much 
obliged to you, Mr. Connor. 

i&. Connor. Thank you. 

Senator Walsh of Montana. We will be very much obliged to you 
if you will put the table in. giving the figures, the exact figures, as 
nearly as you can get them tor us. 

Mr. Connor. I will be glad to do that. 

Senator Walsh of Montana. Mr. Comer is present, and I would 
be glad to have you hear him. 
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sTATEKoarr of me. geoege p. comer, chief ACCoinriAM, 

UHITKl) STATES TARIFF COMMISSION. 

The Chairman. Give your full name and the position which you 
occupy to the reporter. 

Mr. Comer. George P. Comer, chief accountant, United States 
Tariflf Commission. 

Senator Walsh of Montana. Mr. Comer, can you give me any 
information concerning this general subject with respect to which 
Mr. Connor has been testifying? 

Mr. Comer. I think Mr. Connor covered the information so far 
as I am familiar with the same. 

Senator Walsh of Montana. What, in your opinion, would be the 
effect of the laying of an embargo upon tne importation of wool into 
this country for a period of a year, or at least on those wools that 
come into competition with American production? 

Mr. Comer. As an accountant for the commission I am not an 
expert in wool or the wool situation. I deal chiefly with the cost 
end of it and I have not an opinion on the matter that I can express 
as to the effect of an embargo. 

Senator Walsh of Montana. Well, you can tell us this very likely : 
How long, in your judgment, would the present accumulated stock 
in this country supply the domestic demands ? 

Mr. Comer. I beUeve the gentleman before me stated that it would 
be something like 18 months or 2 years. Probably that is somewhat 
of an overstatement ; perhaps one year. 

Senator Walsh of Montana. One year overstated ? 

Mr. Comer. Eighteen months is probably an overstatement. I 
hesistate in expressing an opinion along those lines, because mj in- 
terest is along the lines of the cost of production. Also, any opinion 
of mine on that would not be significant. 

I may call your attention to the fact that this wool situation is 
serious all over the world. Australia has a great surplus, also 
Canada. And I speak this confidentially, although it is not impor- 
tant. There came to my desk day before yesterday an opinion from 
a man in Australia, ^whose name I can not mention, but he has a posi- 
tion with Dalgety, the greatest wool house of Australia. He said 
there was coming onto the market 1,600,000 bales of Australian wool, 
and also the British Government owns around 2,000,000 bales, mak- 
ing a total of Australian wool in the world of roughly 1,000,000,000 
pounds. This is wool which must be marketed at some reduction in 
price, to quote from his statement ; the normal output would be some- 
where around 500,000,000 pounds, I take it, so that Australia has 
twice her normal amount. 

Argentina is seeking two years' credit in Europe to market her 
wool and New Zealand has great stores. The world, roughly, has a 
clip of wool ahead. 

Now, shall I proceed without further questions ? 

Senator Walsh of Montana. If jou please, sir. Just one moment. 
Just an explanation of an expression you just used. When you say 
the world has a clip ahead you mean, I take it, that it has as much 
ahead as is an ordinary year's consumption ? 
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Mr. Comer. That is to say, if you take the amount on hand at this 
time of the year normally and then aidd to that a year's clip, you 
would have something near the situation. 

Xow, in regard to what — — 

Senator Kendrick. May I ask you a question there? 

Mr. Comer. Certainly. 

Senator Kendrick. As regards consumption, is it above or below 
normal ? 

Mr. Comer. I should answer that it is below normal recently on 
account of the bad industrial condition in the New England mills^ 
Six or eight months ago it was much above normal. 

Senator Kendrick. But the other countries that have manufac- 
tures probably are not ? 

Mr. Comer. Yes, sir. 

Senator Kendrick. What about those countries ; are they proceed 
ing at the normal rate of using these wools ? 

Mr. Comer. There is a depression, as I understand, of the wool 
trade in England also as there is in this country, and the chief 
problem seems to be to seek some way to get the wool into the great 
empty reservoir of Central Europe, but so far as I am able to ascer- 
tain they have not been able to work out that on account of the pur- 
chasing power or lack of purchasing power of their money. 

Senator Kendrick. What is the supply of wool in Central Europe, 
and to what extent are they consuming wool ? 

Mr. Comer. That I can not answer, partly because I am not as well 
iaformed as Mr. Connor and also that statistics are not available.. 
Indications, however, are that their supplies are below normal, but 
a supply below a fiscal normal is one thing and a supply in terms of 
purchasing power is another. However, they have no purchasing 
power with their low rate of exchange and they can not take the wools. 

Shall I proceed. Senator? 

Senator Kendrick. If you please. I interrupted you. 

Mr. Comer. That is all right. I trust I do not give you the im- 
pression of taking sides in this situation, but as one somewhat fa- 
miliar with the range conditions in the West, having made a study 
of that, we have information covering three years, and now the 
reports are coming in from the men of the Middle West, and I may 
say that the statements of Mr. McClure are borne out to a very 
considerable extent by reports we are obtaining. 

I received a report from a gentleman near Denver, Mr. Harry 
Petrie, saying, " I consigned 46,000 pounds of wool to the eastern 
market and I received a 20-cent-pound deposit. I received a letter 
a few days ago asking for $2,500 refund on the margin.'' 

I also saw another report from a man in South Carolina saying, 
"I sold my wool clip, so many pounds, for $55,000 and received 
payment. The man to whom I sold, sold it for 55 cents a pound and 
received payment, roughly, $50,000. Three days later the wool was 
worth $20,000 less. The break had come." 

Now there, on the other hand, the drift had set in somewhat to the 
north of Europe for distribution of this wool. I did not know I 
was ^oing to be called on to appear before this committee, but in 
working over some information to-day for the forthcoming tariff 
commission's report I became interested in the drift of the Argentine 
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wool. If I may read these figures, in round thousands, not to burden 
the committee : 

1911, 18,000 metric tons came to us; 1912, 32,000; 1914, 253,000; 
1914, 34,000; 1915, 103,000; 1916, 152,000; 1917, 225,000; 1918, 
209,000; 1919, 132,000: and for the year ended October 30, 1920, 
75,000. We are dropping back again. 

At the same time the drift, as I said, is toward northern Europe. 
Dunkirk was taking before the war 132,000 in 1911; 1912, 90,000; 
1913, 64,000; 1918, 72,000; 1915, 100 tons; 1916, none; 1917, none; 
1918, none; 1919, 23,000 tons; 1920, 71,000 tons. They are starting 
back there. 

Antwerp— I will not burden you with all of the details, 41,000, 
40,000, 30,000, 36.000 ; none for 1915, 1916, 1917, 1918. Then 9,000, 
and then 42,000 this last year. 

Hamburg, 88,000, 102,000, 93,000, 66,000, none, none, none for five 
years ; then 26,000 this last year. 

The same is true of the wool from Uraguay as for the Argentine 
wool. It has been drifting to its old market. 

The Chairman. We are very much obliged to you, Mr. Comer. 

Senator Walsh of Montana. I want to thank you, Mr. Comer, 
very much. 

I would be ven^ glad to have Mr. Connor come back. 

Mr. Connor. Yes, sir. 

Senator Walsh of Montana. Will you tell the committee what in 
your judgment would be the effect of the imposition of an embargo 
upon importation of anything but carpet wool for the period of a 
year? 

Mr. Connor. I do not know what the effect would be, sir. 

Senator Walsh of Montana. Would the stock on hand be suf- 
ficient to me^ the consumption demands? 

Mr. Connor. The total stock on hand would be quite sufficient. 

Senator Walsh of Montana. Would be quite sufficient ? 

Mr. Connor. Yes, sir ; it would be quite sufficient in amount, but 
I do not know whether the quality would be sufficient, as a matter of 
fact. 

Senator Walsh of Montana. The qualities? 

Mr. Connor. Yes, sir; the grades. 

Senator Walsh of Montana. What would be the amount carried 
over at the end of the year? 

Mr. Connor. I can not tell you, Senator. One can't say that the 
market is going to be normal or what the normal consumption is 
going to be. That is something nobody can tell anjiihing about. 

Senator Walsh of Montana. But isn't it substantially the same 
from year to year or from season to season ? 

Mr. Connor. It varies somewhat, but since last May it has been 
steadily goin^ down, and the American Woolen Co. would operate 
along for a little while and then shut down again. They have re- 
cently began operations again. 

Senator Walsh of Montana. The year's supply would probably be 
something like 600,000,000 pounds? 

Mr. Connor. About 600,000,000 pounds, I should say for the next 
two or three years, if the mills were working a reasonable amount of 
overtime and all machines were busy; but since last May they have 
gradually lowered it to about 50 per cent of the preceding consump- 
tion, about 25 per cent below the prewar consumption, and no manu- 
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facturers are putting in any orders. The mills have got to lower 
their prices, but the manufacturers of cloth are not buying. 

Senator Walsh. What is the ordinary rate of consumption ? 

Mr. Connor. The prewar rate was about 42,000,000, or 43,000,000, 
or 45,000,000 pounds a month. It is away below that now. 

Senator Walsh of Montana. But, I am speaking-Tiow of the carry 
over. There would still be some two or three hundred million pounds 
held here if there were no accretions in the meanwhile? 

Mr. Connor. Oh, yes, sir. The supply of 541,000,000 pounds on 
October 1 did not take into consideration practically, or probably, 
close to 200,000,000 pounds in the hands of the producers. That 
would be 741,000,000 pounds, I do not know where they got the 
900,000,000-pound figure. I hope to be able to find out. 

Senator Walsh of Montana. AU right, thank you. That is aU. 

Mr. Connor. Mr. Walker tells me that they got the 900,000,000- 

rund figure with the new clip coming off next May. Well, I think — 
do not know how the consumption is going to be — ^but unless it 
picks up a*wholie lot, there is going to be more than 900,000,000 
pounds on hand then. I think that is an understatement of the fact. 
The Chairman. I was informed that another party wanted to be 
hear<J to-morrow morning. So, I. think we better meet to-morrow 
morning at 10.30. 

(Mr. Connor later submitted the following tables, which are here- 
with printed, in full :) 

World*8 estimated production of wool. 



United Kingdom 

United States 

Canada 

Argentina 

Uruguay. 

Central Europe 

Mediterranean Eu- 
rope 

France 



Prewar. 



Pounds. 
120,000,000 
288,000,000 

11,000,000 
264,000.000 
143,000)000 

70,000,000 

90,000,000 
75,000.000 



1920 



Povmb. 
100,000.000 
300,000 000 

15,000.000 
330.000,000 
150,000,000 

30,000,000 

70,000,000 
60,000,000 



Russia 

South Africa 

AiLstralia 

New Zealaml . . . 
Other countries. 
Miscellaneous..: 



Total. 



Prewar. 



Pounds. 
380,000,000 
156,000,000 
570,000,000 
200,000,000 
400,000,000 

50,000.000 



1920 



2.817,000,000 



Pounds. 

200,000,000 

172,000,000 

528,000,000 

210,000,000 

360,000,000 

60,000,000 



2,585,000,000 



Estimated world surplus of wooly exclusive of the United States, as of Dec. i, 

1920. 

Bales. 

Wools owned by British Government when pool closed June 30, 1920_ ^ 2, 905, 554 
Probable disposal, July 1 to Dec. 1, 1920, at 150,000 bales per 
month * ^^ 750, 000 



Probably on hand Dec. 1, 1920 (England, foreign ports, and 

Australasia) 

Probable Argentine surplus Dec. 1, 1920 _' . 

Probable Uruguay surplus Dec. 1, 1920 

Probable South Africa surplus Dec. 1, 1920 



2, 155, 554 

525,000 

60,000 

120,000 



Total surplus Dec. 1, 1920. 
Australian shortage 1920-21 clip. 



2, 860, 000 
•400,000 



Real world surplus 2, 460, 000 

Id pounds 1 812, 000, 000 

^One bale contains an average of 330 pounds ; 40 per cent are merinos, but very larire 
part are undesirable (1,130,256 bales). 
*For 19 months the average monthly disposal was 200,000 bales. 
'The 1920-21 clip is high in shrink, short, and unusually tender. 

24839— 20— FT 2 4 
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This real surplus is less than a normal Austrahisian clip, and is aboiiir36 
I)er cent of the normal world clip which **ntt*rs into the manufacture of clothing. 
It is approximately eight months' normal prewar net imports of wool into 
Europe south of Scandinavia and Russia and west of Turkey. 

Fleece and range Statej^, domestic icofA production, 1919 and 1918. 





1919 


1918 


Fleece States 


185,819,000 
180,120,000 


8 81,405,000 


Range States 


176,516,000 






Total A * 


285,939,000 
48,300,000 


257.921,000 


Palled 


42,000,000 






Grand total 


314,239,000 


299,921,000 







1 Practically 33 per cent of wool shorn, 
s Practically one-third. 

United States consumption, new tcool. 

• ' Pounds. 

Fiscal years 1909-1914 (5 years) (including carpet wool, 

104,381,000 pounds) 517, 322,000 

Fiscal years 1914-1919 (5 years) (including carpet wool, 86,849,000 

pounds) L ^^ 690, 741, 800 

Fiscal year 1919-20 (1 year) (including carpet wool, about 
90,000,000 pounds * 750, 000, 000 





1917 


1918 


1919 


1920 


Wool stocks on hand Sept. 30 (grease and grease 
equivalent) ' 


Pounds. 
560,000,000 


Pounds. 
405,000,000 


Pounds. 
663,000,000 


Pounds. 
452,000,000 
« 175,000,000 


Of scoured and pulled 1920 stock at ori^^nal points ^ . 










Total 


550,000,000 


405,000,000 


663,000,000 


627.000.000 







1 Usually practically none. 



2 Estimated. 



Situation on Dec. 1, 1920. 

Pounds. 

Iniports Oct 1-Dec. 1, approximately 17,000,000 

Pulled (4,000,000 per month), approximately— ♦ 10,666,000 



Total addition ^ 27, 666, 000 

On hand Sept 30 627,000,000 

654, 666, 000 
Consumption, Oct 1-Dec. 1 78,000,000 

On hand Dec. 1 576,666,000 

Grease and grease equivalent (if tops and noils are included on 
greaiSe equivalent basis), Dec. 1 stocks would be increased 70, 500, 000 

Total 647, 166, 000 

Imports to November 1, 1920, 234,000,000 pounds only, and not 400,000,000, 
as given the committee. 

October importations were 8,633,647 pounds; November importations used 
above estiihated to be practically the same. 



^ Bstimated. 
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Consumption^ first 10 months {grease wool and grease equivalent). 



1918 
1919 
1920 



Pounds. 

G55, 246, 000 
502,469.000 
526.417,000 



Consumption first six months of 1920 averaged 62,745,000 poonds grease and 
grease equivalent. Since then it has averaged only 37,487,000 pounds per month. 
Imports by months are: 



January 41, 950, 071 

February 26, 103, 165 

March 33. 031, 931 

April 54, 085, 770 

May 13. 388, 934 

June 21, 079, 627 



July 9, 444, 610 

August 14, 447, 810 

September 11. 736, 534 

October 8. 633, 647 

November (estimate) 25,000,000 



(Whereupon, at 5.15 o'clock p. m., the committee adjourned.) 



REVIVING THE ACTIVITIES OF THE WAR FINANCE 

CORPORATION. 



SATXTBBAT, DECEMBEB 11, 1920. 



4 



Congress of the United States, 

Committee on Agriculture, 

Washington^ D. 0. 

The committee met at 10.50 o'clock a. m. on call of the chairman. 
Senator Asle J. Gronna presidinff. 

Present: Senators Gronna (chairman), Norris, Keyes, France, 
Capper, Smith of South Carolina, and Harrison, members of the 
committee. 

The Chairman. Gentlemen of the committee, Mr. Wilcox is here 
? and desires to be heard this morning. Please give your name, place 
of residence, and occupation to the reporter. 

STATEMENT OP MR. E. V. WUCOX, SPECIAL WEITER POE THE 
COUNTRY GENTLEMAN; RESIDENCE, WASHINGTON, D. C. 

Mr. Wilcox. Mr. Chairmicn and gentlemen of the committee, I 
am a special writer for the Country Gentleman, and have been for 
I the past year, but previously^ to that and for about 20 years I was 
^ith the Department of Agriculture. . 

The Chairman. You may make your statement to the committee. 

Mr. Wilcox. I recently made a trip across the country from New 
England to Oregon and back throu^ the Middle Western States, 
especially through Utah, Colorado, Kansas, and Nebraska, making 
a study for the Country Gentleman of the situation with regard 
to present schemes for financing agriculture. My attention was 
not given particularly, or not so much, to the sheep industry as to 
4e cattle industry and a number of farm crops, out I learned a 
few things on that trip that were interesting to me, and I think 
perhaps have some general interest to the country at large. 

In the first place, I found this sharp contrast between the situation 
of the feeders in Illinois and those of Kansas, Nebraska, and Colo- 
rado, we will say, that whereas even at the present the Illinois 
cattle feeders are able to get the means, get money, to buy feeder 
<^attle from the stockyards and take them to their larms; are able 
to get that money merely on personal note from their local bankers — 
Jt least I may say all men who have had success in feeding hereto- 
fore and have had any experience and are likely to succeed are able 
^ get that money in that way. On the other hand, in Kansas and 

219 
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Colorado I ran across many instances of men who even with unen- 
cmnbered farms, without a cent of mortgage and with a supply of 
feed way beyond their needs, are still unable to borrow $2,600 or 
$3,000 to purchase poor cattle, feeder cattle, that were bellowing 
for this food in the yards at Kansas City, Omaha, and the same 
is true as to St. Joe and Denver. 

The Chairman. Did you visit the St. Paul district? " 

Mr. WiLOOx. I did not on this trip of which I am speaking. 

The Chairman. I am sure it is safe to say that the condition is 
as bad there as it possibly can be. 

Mr. Weloox. No doubt. 

The Chairman. I have been told that there have been weeks at a 
time when no country buyers, as they call them, were in the yard at 
St. Paul, and that every head of cattle that was sold had to be sold 
to some packing concern because there were no country buyers. 

Senator Smith of South Carolina. May I ask you a question right 
there: You are connected with a publication that circulates largely 
all over the country. 
' Mr. Wiiicox. Yes, sir. 

Senator Smith of South Carolina. I sent down to the department 
of farm and domestic commerce, so as to post myself as to the 
amounts of exports of all sorts of American commodities, manu- 
factured and raw, and to my astonishment I found that up to the 
present — and when I say up to the present, I mean covering their 
preliminary tables, which are not yet up in statistical form — ^that 
in fact the volume of our exports is as great now as it was during 
the period of what we called prosperity. And yet with wheat, or 
we may just take grain in general ; with meat and meat products ; 
with cotton, both raw and finished, going across the seas in as great 
volume if not greater volume than during the period of prosperity, 
we find ourselves, so far as the producer is concerned at least, in this 
deplorable situation of which we know in this country. According 
to those statistics this volume is moving,' and what 1 want to ask 
you is, what is the negro in the woodpile? 

Mr. Wtlcgk. You mean, why isn't there suiHcient credit? 

Senator Smith of South Carolina. Yes. Somebody is getting 
money or they could not move these exports. 

Mr. Wilcox. Well, Senator, I do not think I can explain that 
at all. I do not think I could explain it myself. 

Senator Smith of South Carolina. Well, is it possible that there 
are a fortunate few who, either abroad or at home, have some par- 
ticular credit that enables them to pick up the commodities of those 
who are in distress, wherever they can find them, while the rank 
and file of those who can not compete, who have products that they 
might also export, are denied or have not the facilities therefor? 

Mr. WiiiCX)x. In talkin g, w ith the manager of the Wichita Ter- 
minal & Elevator Co., in Wichita, Kans., he told me he was unable 
to sell much wheat at any good figure near by, near where their 
elevator is located, and that he used to send it to the Pacific coast 
and some to the Atlantic coast by rail ; but that now, on account of 
the cost of transportation, he was sending everything to New 
Orleans, and that he was able to export wheat and sell it and was 
doing so, sending it by the nearest water route. 
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But the feeder situation in Kansas, as to cattle, so far as I can 
learn, is trebled by the fact that the wheat money — ^and there has 
been a great deal of wheat actually sold and the money receive<l for 
it— had not been used to take up bank paper. Men who have sold 
wheat, many of them, are still asking renewal of their notes, and 
they have to do it because of the expense of harvesting that wheat 
and the scale on which they have had to live, have been so high that 
when the money came in from the wheat it merely took care of cur- 
rent expenses and did not allow them to take up their bank paper, 
which taking up of bank paper, I understand, the banks ordinarily 
depend upon to finance the feeders. 

The Chairman. A great deal of money has gone out of that 
country to transient labor? 

Mr. Wilcox. Yes, sir. 

The Chairman. That is the situation in my State, I know. 

Mr. Wilcox. Yes, sir; that seems to be the situation in Kansas. 
There is one other point that helps to explain the strikinff contrast 
between the Illinois feeder and the Kansas feeder : The feeding busi- 
ness appears to be financed, in part, by the packers — at least the vice 
S resident of Armour & Co. told me that they go on a hundred million 
ollars of feeder paper, cattle paper, and that they are on about 
$100,000,000 of such paper at the present time. That paper is loaned 
through cattle loan companies and then is rediscounted and sold in 
the £ast. 

A great deal of paper other, than cattle paper was treated in the 
same manner, and when this call came for money, when the eastern 
b*anks called on the western banks for money, the western banks 
called on the cattlemen, with the result that the cattlemen simply 
pushed into the market what they had, liquidated their cattle. They 
played square and gave what they had to settle, and tried to settle. 
This started an absolute flood of cattle going into the market back 
yonder, beginning in the spring, when the cattle should have gone to 
the range. In other words, instead of those cattle going to the range, 
as is customary and as should be the case, on account of this calling 
of loans they went to Chicago, Omaha, and Kansas City. As far as 
I could find out on my trip there is probably not more than 50 per 
cent as many cattle on the ranges in the northwestern country as 
there were a year ago. This situation is due altogether, so far as I 
can see, to the fact that they had to liquidate. 

The Chairman. Did you find that a lot of immature cattle and 
milch cows were shipped to the market? 

Mr. Wilcox. More than ever before. You* might say that some 
of the ranges were picked up bodily and dumped onto the stockyards 
to meet the situation, dry cows and feeders. I should say there were 
feeders of at least not over 100 pounds net average weight. So we 
have this curious situation out there — that the country is absolutely 
peppered with hay; I never saw so much hay in my life, at prices 
ranging from $6 to $14 a ton, and com, from a huge crop, selling at 
from 35 cents to 50 cents or probably 55 cents a bushel. 

Senator Capper. What State is this you are referring to? 

Mr. WiLCJOx. The western edge of Kansas,^ in the corn belt. 

Senator Capper. Yes; and Iknow of corn selling in the eastern 
end of the State of Kansas as low as 27 cents a bushel. 
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Mr. Wilcox. Yes, sir; I have no doubt of it. Still these actual 
farmers, men who have unencumbered farms or only moderately 
mortgaged farms, who have raised this hay and corn for a specifiib 
purpose, that of feeding cattle, are sitting there with their hay and 
corn and unable to buy these poor cattle that are bellowing for it in 
the yards; and I do not know what is going to become of them. I 
suppose they will go into cans, many of them. 

I interviewed many bankers, ana I wci,nt to say that I never saw 
them so favorably disposed as at present toward considering agri- 
cultural finance irom a really constructive standpoint. Many of 
them have been caught by the present turn of affairs just as badly 
as the farmers themselves. They realize and frankly confess that 
this is a bad situation for them — ^to have loaned so much money for 
various purposes that they themselves are in a position that they can 
not take care of some of their best customers, with whom they have 
to live from year to year, and who have real security to offer. They 
have money galore loaned on so much poorer security than these men 
sitting up there on their hay and corn could offer, and yet the bankers 
are not in a position to loan them the money. 

Senator Norris. How did you find the people engaged in other 
business; are they able to get money? 

Mr. Wilcox. I think not much more than the farmers. 

Senator Norris. If you wanted to buy an automobile out there, 
how about it? 

Mr. Wilcox. I would have a great deal of trouble. 

Senator Norris. I had a dealer to o^er on yesterday to sell me an 
automobile on time, but I do not know whether he would loan me* 
the money or the bank would have taken the paper up if I had had 
some wheat. 

Mr. Wilcox. I find this encouragement in Kansas: That the 
bankers are all of opinion it has been an unfortunate thing that they 
have been led to loan so much money for speculative feeding, and 
they are looking for a way to get out of that situation. What I 
mean by " speciuative feeding " is that in Kansas we have men who 
will start out in the early spring and borrow money and go down 
into Texas and buy steers and bring them to Kansas. They will 
rent pastures to run the steers on and pasture them there during the 
summer season, and then borrow money in the fall to feed the steers. 
They have no money in the game whatever, being merely speculators 
from start to finish. If things go well, all well and good, the fellow 
who loaned the money to these fellows will get his money. But they 
have no security but thetcattle, and if they strike a bad market then 
they lose and tne man who loaned the money loses. 

Senator Norris. Those are men you call speculators? 

Mr. Wilcox. Yes, sir. 

Senator Norris. But there are thousands and thousands of fellows 
who own hay and probably own the f arn on which they produce hay 
and corn ; they may not be in debt at all, or they may be in debt to a 
slight extent though not badly in debt; that class of people feed 
a great many cattle, and they usually borrow money with which to 
buv the cattle. 

Mr. Wilcox. Yes, sir. 

Senator Norris. And they have the feed. 

Mr. Wilcox. Yes, sir. 
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Senator Norris. And they have the place to feed the cattle already 
paid for. They have that investment already made, and .the only 
thing they do is to borrow money with which to buy feeders. They 
would like to operate this year but they can not get money with 
which to buy feeders, and their feed goes to waste. 

Mr. WiLGOx. That is just the point I am making, too. These farm- 
ers did grow the feed, and they have had experience in feeding cat- 
tle, and they grew the hay and com specifically for the purpose of 
feeding these cattle, and are able to take care of all the feeders in 
the stockyards if they could borrow the money with which to buy 
them. If the matter were properly presented to those who loan 
money for that business I believe there would be a better situatioix 
for the future. In this matter it is not necessary, so far as I can 
find, to deal in cattle feeders with the speculators at all. That is^ 
actual farmers, are able to handle the number of feeders offered 
if they could be taken care of in a proper way. They are the ones 
that are now left out; they have come in too late and in the pres- 
ent financial situation they can not get the money. 

The Chairman. You have made a study of this subject in your 
travels over the country, and I want to ask if you have any idea 
of what the remedy should be. 

Mr. WniCOx. Mr. Chairman, I did not start out with the idea of 
getting evidence for the purpose of legislation. I was working on 
possible constructive remedies which the farmers themselves might 
bring out. In my opinion, the remedy is this for everytliing except, 
we will sayi for crops in general : That the farmers should, in the 
firet place, be properly organized into cooperative groups ; that they 
should have representing these groups leaders who are comparable 
Tvith big business men — ^agriculture from a national standpoint is 
big busmess. Personally, I think it is a great mistake for farmers 
to keep insisting on their representatives being dirt farmers strictly, 
because what the banker, what the big transportation man, what 
the packers want to deal with, is the man who knows business, 
who can talk calmly and not talk too much about hard luck. If a 
man goes in to see a banker, and tells him he has had this and that 
bad luck, naturally the thought in the mind of the banker is, I bet- 
ter keep off that man, it might be bad business to make a loan to 
him. !ui other words, such a talk produces the very opposite effect 
from the one the farmer wishes to produce. But when the farmers 
are organized with the right kind of leaders, men who can present 
the financial side of the group so that a banker can understand it, 
then the banker is readj to finance the proposition. 

I might mention one instance which to me was the most illustrative 
one I got on my trip, because it deals with that situation in concrete 
and constructive form. It is true that it refers to an industry which 
so ■ far as each farmer is concerned is a very petty thing, but it is 
important as throwing light on this subject. It has reference to 
alfalfa seed. In the State of Utah the farmers produce about 
5-000,000 pounds of alfalfa seed annually. This is a very small, 
dinty busmess so far as each man is concerned; one man might have 
15 bushels, and another man 10 bushels, and another man 8 bushels, 
and another even as few as 4 bushels. Of course, a farmer with 4 
busliels of alfalfa seed could get no loan from the banker on that 
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small amount. But the farmer had to have money advanced in some 
way because he was short of money. So they took the matter up 
with the commercial agent of the farm bureau for the State of 
Utah. This man lives in Salt Lake City. In the first place, he had 
to have the alfalfa seed put in a warehouse, upon delivery to the 
warehouse receipts being issued. The seed was inspected and guar- 
anteed to be good alfalfa seed. It was put in a good warehouse and 
guaranteed to be kept under proper conditions. Then this commer- 
cial agent got figures on the yield of alfalfa seed, year after year, 
back as far as statistics go, showing the amount of seed grown per 
acre, and therefore the amount required for the whole country; and 
the price of alfalfa seed, going back, as I have said, as far as statistics 
were available. That gave the. banker exactly what he wanted to 
know. He then knew how much alfalfa seed was produced, how 
much we usually required per acre, what the price was, and therefore 
he knew how to make an advance on alfalfa seed. 

When the commercial agent of the farm bureau of the State of 
Utah had this evidence in hand he went to a banker in Salt Lake 
City, of whotn it was reported that a dollar could not be pried away 
from him with a crowbar. He thought it was a foregone conclusion 
that he would just have a nice talk with the man and nothing else. 
But when he went to the banker, so armed with information, he was 
astonished to be received very cordially and to be held for a long 
conference, in whicji the banker asked all sorts of questions to get 
this matter thoroughly in his mind; and at the conclusion of the 
conference the banker thanked him for presenting the proposition to 
him — an astonishing thing for a man who asks for money to experi- 
ence, because he is usually looked at rather askance — the banker 
thanked the commercial agent for the opportunity to hear him, and 
then advanced him all the money he wanted. The banker understood 
that proper security was presented for the loans, and this came about 
from a thorough presentation and understanding of the business. 
The banker told the commercial agent that he never knew before 
what the. alfalfa-seed situation was ; that he never knew how to bet 
money on it, as you might call the proposition. 

Senator Norris. He gave the money to the commercial agent? 

Mr. Wilcox. YeajSir. 

Senator Norris. What did the commercial agent do with it ? 

Mr. Wilcox. He advanced it to the farmers. 

Senator Norris. He divided it up among the farmers who had 
alfalfa seed in warehouses? 

Mr. Wilcox. Yes, sir. 

Senator Norris. And they gave their notes to whom — ^to the com- 
mercial agent? 

Mr. Wilcox. No ; the alfalfa seed is held in a regular warehouse, 
and each farmer having alfalfa seed in the warehouse gets a cer- 
tain amount, which amount is advanced on his alfalfa seed and 
just charged against the seed as it is sold. 

Senator Norris. Somebody must handle the money and see to 
the distribution of it. I want to trace the thing out to the end. 
Would a farmer who had four bushels of alfalfa seed in thQ ware- 
house get his share out of the total loan made ? 

Mr. Wilcox. Yes; he gets his share. The bank has a call on the 
fiecuritv, which is in the warehouse. 
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Senator Norris. Every man who had alfalfa seed in the ware- 
house had a certificate to show how much and where it was? 

ilr. TViLoox. Yes, sir. 

Senator Norris. And turned that certificate over to the banker 
who made the loan, doinff it through this commercial asrent of the 
State of Utah ? 

Mr. WiiiOOx. Yes, sir. 

Senator Norris. And this commercial agent had as many certifi- 
cates as there were owners of alfalfa seed in the warehouse? 

Mr. Wilcox. I so understand. 

Senator Norris. And he had power under the arrangements 
made to call on any or all of those farmers to pay their proportion- 
ate share of the loan? 

Mr. Wtlcox. Yes; but rather the loan was made for six months, 
as I understand it.. I believe that is the length of time for which 
the loan ran, and by that time the alfalfa seed will all be sold. A 
part of it will be sold in the fall and during the winter and early 
in the spring the farmers will all have made up their minds how 
much alfalfa they are going to plant, and the seed will thereby be 
sold. • ^ 

Senator Norris. Each man who had alfalfa seed in the ware- 
house will get the sale price of the seed minus such advance as had 
been made to him. 

Mr. Wiixx)x. Yes, sir; less such nominal expense as there may be 
attached to it. 

Senator Norris. Who handles this, the banker or the commercial 
agent? 

Mr. WHiCOx. The commercial agent handles the whole aflPair. 

Senator Norris. When the farmer delivers his alfalfa seed at the 
warehouse he loses control over it. 

Mr. Wilcox. Yes, sir; but it is a cooperative affair and the com- 
mercial agent handles it. 

Senator Capper. Your statement is very interesting, both as it 
affects the alfalfa seed about which you are particularly talking, 
and the general situation. It seems that they had warehouse 
facilities there at Salt Lake City, so that they could take advantage 
of the opportunity which the working out of this plan by the com- 
mercial agent afforded them. Are tnere warehouse facilities gen- 
erally in the State of Utah sufficient to take care of all farm 
products ? 

.Mr. Wilcox. I think not. 

Senator Capper. Isn't that a big phase of this problem ? 

Mr. Wilcox. Yes, sir; a very important one. 

Senator Norris. Of course, the warehouse problem as it relates 
to alfalfa seed is a very small thing as compared with warehouse 
facilities necessary to house wheat and other farm products. 

Mr. Wilcox. Yes, sir. 

Senator Capper. If we could have warehouse facilities sufficient 
to take care of the entire production', wouldn't it simplify this 
matter very much? 

Mr. Wilcox. I think it would, decidedly. The original advance 
or loan would then be made on something that is pretty real and 
genuine. That paper could then be sold by bankers, and I believe 
with less dan^^er than the speculative cattle-loan paoer can be sold. 
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Senator Capper. Have you thought out any plan by which we 
could increase the warehouse facilities of the great West? 
' Mr. Wilcox. I have not. It seems to me tnat the thing can only 
be brought about by the process of education. I think the farmers 
themselves must realize now necessary it is to adopt big-business 
methods in their own affairs in order to get along m the business 
world to-day. That is my opinion. 

The Chairman. In suggesting that were you not met with this 
statement, that the farmers have facilities now in the way of public 
elevators ? 

Mr. Wilcox. Yes, sir. 

The Chairman. I do not mean to say that they fill the bill at all,, 
and I know that they do not ; from practical experience I know that 
they do not, for the very reason that the moment the farmer deposits 
his grain in a public elevator he loses control of, it ; wheat we will 
say, goes upon the market whenever the man who owns the public 
elevator desires to ship it. He may not have bought it, but he has 
the right under the law of the States everywhere to sell it, and does 
sell it. That is why I would like for you to go into that phase of 
the situation as completely as you see fit. I. think that the real crux 
of the whole marketing situation to the farmer is the warehousing^ 

Senator Capper. There is no doubt about that. 

Mr. Wilcox. When I was replying to Senator Norris's question^ 
that the individual farmer loses control of his alfalfa seed, I stated 
that he does, but the situation is different because it went into a 
public warehouse. Any man who has 4 bushels of alfalfa seed has. 
no right to control it, and perhaps the commercial agent knows much 
more about handling it than he does. 

The Chairman. That is why I called attention to it. For instance^ 
take the raisin growers on the Pacific coast — ^they have a market- 
ing organization which controls the situation for them. 

Mr. Wilcox. Yes. Take the apple buyer, which is the same- 
problem. They state, if a farmer is willing to sell his apples on the- 
tree to a buyer who comes along and offers him a price, and tl>en that 
buyer happens to pick them well, and get them on the market under 
right conditions, so that he makes considerable money on the buy,, 
the farmer has very little that he can say against the system; his 
argument is all taken away from him, thev say, because he himself 
did not have the nerve to go a little further, to enterprise a little- 
further with that business, if you will, and get together cooperatively 
and pick those apples, and take the risk of getting the profit made by 
that apple buyer. And I think in that situation the contention is 
correct. If some man buys apples on the tree and manipulates the 
whole business of handling and marketing, tha profit is his. The 
only way the orchardist can take advantage of that profit which the 
middleman makeSj and may have it for himself, if he thinks the 
middleman is getting more than his share, is to take a further risk 
and distribute his apples to the consumer. 

Senator Norris. We must never forget in any plan we go into that 
the consumer has some rights, and we must never do anything that 
is unfair to the consumer. 

Mr. Wilcox. No, sir. 

Senator. NoRRis. We have had testimony on prior hearings before 
this committee where that kind of thing was done. I do not re- 
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member that it was done with apples, but it has been done in the case 
of other fruits, where the buyer would go out and buy the crop in 
the field, and pay for it, and let it stay there and rot m some cases. 
If there were a combination of buyers in a locality, and there was 
some product they could make more money on by having the price 
go up to the sky if they would let some of it spoil, we have been 
told they have done so. That is just as sinful a program, it seems to 
me, as can well be imagined. 

Mr. Wilcox. Certai^y it is. 

Senator Norms. Even though there are consumers who want the 
product and who are willing to pay a reasonable price for it, yet they 
can not get it at a fair price, or are unable to buy because the price 
has been raised beyond reach. 

Mr. Wilcox, xes, sir; when I was in Columbus, Ohio, two or 
three weeks ago, there was a situation there in the apple business 
which was rather interesting. The local apple growers — and they 
produce some apples there — were getting $3 a oarrel for their apples. 
Apples were retailing on the market in Columbus for $15 a barrel — 
that is, they said they were retailing for $15 a barrel, but very* few 
apples were moving, because the price was so high that consumers 
would not buy, and therefore there were very few apples moving at 
all. The State farm-bureau man got togetner some retailers, and 
asked them if they could not by some means reduce the price so the 
consumer would buy apples in order to start things movmg. After 
considering the situation awhile they agreed among themselves-^ 
that is, all of the dealers who come in between the orchardist and 
the consumer — ^to reduce the price of apples to $8 a barrel. Then 
apples immediately began to move. 

Senator Norbis. I presume that was a combination of buyers there ? 

Mr. WiiiOOx. Yes : but the spread was perfectly unjustifiable. 

Senator Norris. Certainly. 

Mr. Wilcox. There was no reason for such a large spread as that. 

Senator Norris. Probably those same apples a thousand miles from 
w^here they were grown would be selling at a much lower price than 
right there. 

Mr. Wilcox. Yes, sir. 

Senator Norris. 1 do not want to bring into your testimony too 
much of my own statement^ but it seems to me an instance with which 
I had experience will well illustrate this situation : Several years ago 
I was going out to the Pacific coast to speak out West at several 
places. The day I left my home in Nebraska I walked down the 
street and saw in the window of a grocery store a box of apples 
labeled on the outside " Wenatchee apples." I knew I was going to 
get into the Wenatchee country in a few weeks, and I went in and 
bought some of those apples. I told the groceryman, " I want two 
apples to eat." He sold me two out of the dox, beautiful apples, for 
5 cents apiece. 

In due time, in the course of a couple weeks, I got into Spokane. 
There I saw the same box in a store window. I thought I would buy 
a couple more. I was going to leave Spokane either that day or the 
next to go to Wenatchee, only a short distance from the place where 
the apples were grown. I went into a store at Spokane and told the 
man, " I want to buy two of these Wenatchee apples." He sold them 
to me and I paid the price, 10 cents apiece. The next day I was in 
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Wenatchee. There I saw the same apples; they were not in a box, 
so I could not say the box was the same, but the apples were the 
same. I saw them in a store window, and I went in and said to the 
dealer, " I want to buy two of these apples to eat." He sold me two, 
and charged me 26 cents for them — a mile probably or three-quarters 
of a mile from the place where the apples were grown. I said to 
him, " If I went out to the country, now, and bought them from the 
orchardist, off the tree, I suppose he would charge me 25 cents apiece 
for them." I merely state this as an illustration of the situation — the 
farther I got away from where the apples were grown the cheaper 
they were sold. 

Senator Capper. Who do you think is responsible for that situa- 
tion ? 

Senator Norris. I do not know. I have not solved that problem, 
but I know what I had to pay for the apples at these three places, 
and I know it is not right. And I further know that in, perhaps, 
modified degree that is true of almost everything else produced. 

Mr. Wilcox. The prune growers of Oregon have what they call 
the •Washington Growers' Cooperative Association, I think it is, 
with headquarters at Salem, organized along the line I spoke of in 
the case or alfalfa seed in Utah. When I was there two weeks ago 
they told me they had borrowed a million dollars from Portland 
bankers to hold the prune crop and to make advances to the growers, 
because just now prunes are not selling at all, although they are 
going to be needed later. They considered that the prune industry 
ought to be preserved, and those bankers, according to the informa- 
tion I got, saw that the proposition was on the square and that it was 
fair to everybody concerned. Yet they had the same situation there, 
with the prunes in storage warehouses of this cooperative organiza- 
tion, and having very little salable value at the present, because they 
could hardly be sold at any figure, and yet on a dining car as I left 
the town I found that four prunes were actually on the bill of fare 
at 40 cents. 

I do not think there is much danger to the consumer from organi- 
zations of farmers who undertake to control and hold their products 
until the time when they may be sold, for the reason that the organi- 
zation and development of big interests rather steadies the men in 
the business; there are fewer excitable and irresponsible men who 
have control of it at this time. It makes them feel more responsible ; 
and, as a matter of fact, it more evenly spreads the farming busi- 
ness, the product of the farm, from the soil over to the consumer, so 
that everybody can understand he is responsible for prices, and he un- 
derstands his responsibility if prices are apparently too high. There 
are fewer people directly concerned in the handling of the products. 

There is this feeling as I have found it throughout the West' and 
that I think bears on the proposition you have in mind, at least it 
does in my opinion: That whenever big sums of money are raised 
for credit there is a feeling that, after aU, too much of that money is 
likely to be loaned to the chattel mortgage man. and that the actual 
farmer, with the gilt-edge security of farm and leed, may be left out. 
He wonders if he is going to be properly considered. 

Senator Capper. Isn't there a feeling that a large part of that 
money goes to the middleman, the broker, and speculator, the fellow 
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who is going to take toll off the farmer's product ? I find that feel- 
ing to a very considerable extent out in my country. 

Mr. Wilcox. I feel that there is the belief that we 'must as a 
nation be responsible for that situation. When farmers grow hay 
and com and come to Utah and Kansas City expecting to buy these 
cattle that are dumped on the market and put this feed into them — 
and, gentlemen, a man would have fainted a year ago if he had 
thought of $6 hay — that opportunitjr is withheld under conditions 
where any man would take the financial risk. For instance, I found 
one man who had a farm that he could sell for $80,000, and with 
feed enough to feed 80 or 100 head of cattle, and without one cent's 
indebtedness on the farm, and that man was without the ability to 
borrow $100 of real money. 

Senator Norris. I think that is true. 

Mr. Wilcox. On the other hand, there have been men who had 
nothing but a chattel mortgage who got away with borrowing a lot 
of money, which fact not only prevented men as I have mentioned 
from getting money to produce cattle for the benefit of all of us, but 
had a tendency to give a black eye to the feeding business, because 
when that speculator, or man who gives the chattel mortgage, fails 
the bankers suffer and others suffer, and we hear that the cattle busi- 
ness is a bad game. Yet when the feeding business is conducted by 
real farmers and others I might mention I think it is not a bad propo- 
sition. 

In the State of Kansas, or rather take the fat stock that comes to 
the Kansas City market in the shape of finished beef cattle, and sta- 
tistics show that 70 per cent of those finished animals are fed and 
sent to market by farmers who do not handle more than four carloads, 
we will say 100 cattle, a year. It is the small man that in the aggre- 
gate really gives us the cattle which is turned into food for the con- 
sumer. But just now he is caught and has not the money to handle 
the cattle and fatten them, and he is the man who ought to have it. 

Senator Norris. But that small man is not feeding cattle now ? 

Mr. Wilcox. No, sir. 

Senator Norrts. He has the farm on which to feed them, and he has 
the feed, both hay and corn, to feed them, but he has not the cattle to 
feed and no way to get them ? 

Mr. Wilcox. No. In whatever financial arrangements are made it 
seems to me th^ farmer must take a big step in advance of old-time 
conditions by getting the proper kind of leaders to present these mat- 
ters properly to the bankers ; and some arrangement must be made 
ultimately to take care of the farmer who has some security rather 
than the chattel mortgage giver. 

Senator Harrison. The fault is really with the banking interests in 
some localities ? 

Mr. Wilcox. Yes, sir. 

Sei^ator Harrison. In some localities the bankers realize the im- 
portance of following one policy and in others they do not f ollowit ? 

Mr. Wilcox. I think so. 

Senator Norris. I think there is a pretty general understanding 
about the conditions existing, but I want to know about a remedy. 
We would like to do something to help the situation. 

Mr. Wilcox. Everywhere I have been on this trip, and I have heard 
this statement made over and over again, that any amount of credit. 
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piled up mountain high, could not really solve the situation until the 
retail prices come down to start the people to buying so that they can 
liquidate. * 

Senator Norris. What have you thought about the rehabilitation of 
the War Finance Board ; will that help the situation ? Do bankers 
that you talked with mention that as one of the things they ought to 
have ? 

Mr. Wilcox. Well, they are not agreed on that point. One man, 
a banker, who by the way is a correspondent of the packers and is 
president of what we would call I suppose a packer bank, said that 
in his opinion he feared the effect of attempting to bolster credit 
at the present, that it might benefit speculators too much. He said, 
*' We have been practical^ forced to take much of this cattle paper, 
some of which is speculative, against our best judgment, because," he 
said, " the packers are on the paper and it must be good paper, and 
therefore we buy it." " But," he said, " now we are in the situation 
of having loaned too much for that purpose and we are not able to 
take care of these farmers around here and whom we would like to 
take care of." This banker said, that as far as he was concerned, 
he thought if possible the prop ought to be taken out froin under 
all speculators, all speculative loaning, and let the thing fall if it 
<;an not stand on its own feet, and attempt to take care of only the 
strictly farmer, who has something besides the chattel mortgage to 
start with. 

Senator Norris. In other words, we ought to have a condition 
brought about whereby the banks will ext^id credit to the real 
producer rattier than to the speculator? 

Mr. Wilcox. Yes^ir. 

"Senator Norris. What can we do to bring about that condition? 
I think that would be a remarkably fine thing to do if we can. 

Mr. Wilcox. I do not kno\^ how that can be brought about by 
legislation unless it would — well that would be only a recommen- 
dation, but personally I think when the big leaders of agricultural 
interests get together with the banking interests in some way, the 
presidents of the banking houses, the railroads, and other concerns, 
if they would get together with the banking interests and settle these 
matters and adopt general principles, it would work out rather in a 
constructive way and they would not be in so much trouble as at 
the present. 

Senator Norris. There is no doubt but what the small banker, you 
may call him the local banker, would and does carry out that policy 
as much as he can, but he gets his money from the big bankei^ in 
the big cities, and necessarily to a great extent they control his opera- 
tions. Whenever a call is made on him for money, if he owes them, 
he must squeeze the farmer in his locality in order to get it. 

Mr. Wilcox. Yes. 

Senator Capper. Don't you think a more elaborate warehouse 
system would at least aid the grain farmer in securing through the 
banker more assistance than he has heretofore secured; don't you 
tiiink it would very greatly aid him? 

Mr. Wilcox. Yes, sir. 

Senator Harrison. Do you think to close the exchange would help 
the situation? 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 231 



Mr. Wilcox. Well, I have not given much attention to that propo- 
sition. There is this feeling among farmers: That when they are 
forced to let go of their products by reason of having loans called, 
that somebody else is going to get the benefit of it. Anything that 
would guarantee them against loss along that line, I think would 
contribute a whole lot to a proper feeling among the farmers. They 
say when a man has cattle, stock we will say, or any other product, 
which he thinks by having to dump upon the open marked w,ill 
greatly lower the market, and he is forced to have his loan called, he 
wonders if the other fellow is treated the same way, because he says 
he sees some other fellow who does not have to liquidate, and he 
wants to know if the other fellow is treated the same way. He wants 
to know if he is forced by the calling of his loan, to dump his product 
upon the market, will the other fellow get the benefit of it. As far 
as that goes, anything that will make it clear that the farmer gets a 
reasonably square deal in the general operation of the financial sys- 
tem wil help to stabilize matters very much. I feel sure of this 
point: The farmers are a very conservative body of men; they are 
willing to consider these matters f t-om the broadest and most national 
possible standpoint. I think farmers up to within a few years have 
been unfortunate many times in the kind of leaders to whom they 
have listened. There have arisen false prophets for the farmers, men 
who claimed to be representatives of them, who talked and defended 
policies which were unsound, and from the standpoint of class preju- 
dice, and which hurt the cause of the farmers and really did not rep- 
lesent the interests of the farmers. Farmers are beginning to select 
a better quality of leaders, and that is a hopeful thmg. They need 
men who can stand in council with big business men and talk these 
propositions over from their point, and at last they are getting them. 

Mr. Chairman, I think that is all the statement I have to make. 

The Chairman. Any questions, gentlemen of the committee? [A 
pause without response.] I want to ask you, Mr. Wilcox: You 
have gone very elaborately into the question of cooperative work, and 
especially the productive side of farming. I realize that the coopera- 
tive system takes into account marketing as well as production. 
Don't you think that the marketing of farmers' products is as im- 
portant as the productive side of the question so far as the farmer is 
concerned ? 

Mr. Wilcox. It is perhaps more so. 

The Chairman. The farmer goes to work and produces and pro- 
duces and produces in the interest of the consumer, as Senator Norris 
has said, and I recognize that there is a good deal of force to his 
statement; but here is the situation: The farmer goes to work one 
year and produces at high cost, arid he probably gets one-half of 
what it cost him to produce. It seems to me that the farmer ought to 
be in a position to at least get the production cost of what he pro- 
duces. How are we going to get around that question? You are 
familiar with the laws on our statute books, and I ask, How are we 
^oing to get around that situation without it being said that the 
farmer is violating some particular law, when he is withholding his 
product in order to get his cost, withholding them from the market 
temporarily to save a great loss. 
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Mr. Wilcox. There are a numlHjr of purely economic methods 
without getting into the subject of legislation, methods that are be- 
ing pushed as a means to accomplish that. There is one interesting 
phase, that of insurance, which is just lieing tested out — crop in- 
surance — about which you may possibly have heard something. Two 
or three insurance companies tried a few years ago out in Montana 
and failed, l)ecause they bet on one territory, and that territory was 
struck by a terrible drought, jmkI tbo companies lost too much money. 

The Chairman. That was the productive end of it. 

Mr. Wilcox. Yes, sir. But now two fire-insurance companies are 
writing crop insurance, and they are proceeding on this basis : They 
attempt to determine what it costs a farmer to produce a normal 
crop. They set down so much money that he has to expend for 
seed and so much for the operation of cultivation and so much for 
harvesting, and labor is put in there and interest on th« investment. 
Say a given crop cost tne farmer $20 an acre, according to their 
figures. They write him insurance to the effect that if that crop 
does not bring the farmer $20 an acre they will make up to him the 
difference. That is a form of insurance which would, I think, if 
adopted on the right formula, help to stabilize farming. 

The Chairman. Has any business been transacted on that basis? 

Mr. Wilcox. A good deal this year. 

Senator Harrison. How much ? 

Mr. Wilcox. I do not know how much business they have done. 
They are chary about giving out the figures, but I understand that a 
great deal of that insurance was written in the com belt and in the 
South. 

Senator Harrison. Is this the first year they have tried it ? 

Mr. Wilcox. It was tried last year to some extent, but this year 
more extensively. 

Senator Harrison. There are two such companies doing that busi- 
ness? 

Mr. Wilcox. Yes, sir. 

Senator Harrison. What is their capitalization? 

Mr. Wilcox. Well, I do not know, but I would say that one is 
the Hartford Fire Insurance Co. and the other is the Home Insur- 
ance Co., of New York. They are simply going into this. as a new 
field of insurance. I think that meets the farmer's needs very dis- 
tinctly — a real crop insurance. It includes insurance against loss 
by fire — and everyfliing I think except hail, and I understand one 
01 them proposes to put everything in, frost, fire, drought, hail ; that 
is. it proposes just to insure the farmer so that if for any reason 
wnatever his crop fails to come up to cost of production the owner 
is insured. 

The Chairman. They really insure the owner cost of production? 

Mr. Wilcox. Yes, sir. 

Senator Harrison. What are their rates? I think the fanner has 
more uncertainty to go up against than any other class of people, and 
I would say that, among other things, by reason of the fact that this 
proposition has not been inaugurated sooner. 

Mr. Wilcox. Yes; his game is a gambling game, and it is a gin- 
gerly proceeding. 

Senator Harrison. The insurance rates are high, I suppose? 
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Mr. Wilcox. Yes, sir ; pretty high. I am going to look more fully 
into that matter. 

Senator Harrison. You can not approximate the amount of insur- 
ance they have carried? 

Mr. Wilcox. No ; I was talking to an insurance man in the Depart- 
ment of Agriculture, and he said they were acting pretty gingerly 
about giving out data. They are working it out now. I think it is 
a very hopeful line of insurance, as offering a relief from the risks 
of farming. 

The Chairman. In your travels djd vou find that many movements 
for farm organizations were rather political than economic? 

Mr. Wilcox. Yes ; some of them are. In my observations the one 
which most nearly represents the voice of the farmer over the 
United States is the American Farm Bureau Federation. Of course, 
there has always been this controversy as to who speaks the voice 
of the farmer ; where does the farmer speak authoritatively ? Some- 
time or other, I think, he must recognize more fully that some one 
organization must speak for him along lines that are semipolitical. 
But everywhere west of the Mississippi River I heard relets ex- 
pressed that any farmers' organization should take action that 
looked too much like a class idea ; that is, let us get together on this, 
and let us work for the whole community, but let us farmers organ- 
ize sufficiently so that our voice will be heard authoritativdy, and 
not in antagonism to others. The American Farm Bureau Federa- 
tion is attempting to say what the policies of agriculture are for 
the whole Nation, why farmers must have this or that in order tha,t 
agriculture can take care of itself properly; and, so far as I can 
see, they have not shown a tendency to get into politics in the bad 
sense of that word. When a whole group, or one entire occupation, 
expresses what they think they need it borders, of course, on poli^ 
tics. But as a matter of fact, the statements that they make and 
the arguments that they present are more and more strictly eco- 
nomic than political. 

The Chaikman. That is rather a new organization ? 

Mr. Wilcox. Yes, sir. 

The Chairman. Any further questions? [After a pause.] The 
committee is very much obliged to you. Dr. Wilcox, for appearing 
before us, and if there is nothing further we will excuse you. 

Mr. Wilcox. I thank you. 

The Chairman. Gentlemen of the committee, we have two gentle- 
men who would like to be heard this morning, but we only have 
about 10 minutes until the Senate convenes, and there is important 
legislation before the Senate for us to consider. What is the 
pleasure of the committee? 

Mr. Benjamin C. Marsh. Mr. Chairman, I would like to put in 
at this time a condensed statement. 

The Chairman. The committee will not be able to hear you to- 
day, Mr. Marsh, but we can hear you and the other gentleman on 
Monday. 

Mr. Marsh. Very well, I could make a more extended statement 
then, but if there is no objection I would like to put this statement 
in now. 
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STATEMENT OF MB. BENJAMIN C. MABSH, SECBETABY AND 
DIBECTOB OF LEGISLATION, FABMEBS' NATIONAL COUNCIL, 
WASHINGTON, D. C. 

Mr. Marsh. At this time I would like to make the following 
recommendations, and then to follow these up by a more extended 
statement on Monday : 

(1) Immediate extension of short time Government credit to 
farmers on adequate security to enable farmers to market their 
crops in an orderly way throughout the year to meet consumption 
demands. 

(2) The creation by Congress of a corporation similar to the 
United States Grain Corporation to purchase the wheat crop at 
the bulk-line cost of production, and to retain control thereof and 
regulate elevator and milling companies, so as to prevent profiteer- 
ing until it is ready as flour in the hands of bakers and housewives 
for the domestic consumer. The baking companies in each city 
should be regulated by the city authorities working in harmony 
with and under the advice of the grain corporation. This corpora- 
tion should be directed by a board representing organized 'farmers, 
organized labor, women's organizations, and the unorganized pub- 
lic. Congress should appropriate the necessary revolving fund. 

(3) The reduction of the enormous contemplated appropriations 
for the Army and Navy aggregating $1,633,991,334 to one-half that 
amount, the other half to be used to finance the export of surplus 
wheat, potatoes, cotton, wool, meat, and meat products, dairy and 
dairy products, and tobacco to Europe, our Government to assume 
the risks, and to secure payment therefor, as soon as the resumption 
of industry and commerce in those countries permits. Only a 
small appropriation for the creation of a corporation to handle 
wheat and to export surpluses of our crops will be necessary and 
this plan will stabilize faiin prices, enable farmers to purchase 
necessary manufactured products, and tend to restore courage and 
hence order in Europe. The fact that we have a large surplus of 
these farm staples for export raises the question whether a tariff 
thereon would help our farmers and might not lead to serious re- 
taliatory measures. 

(4) The Kenyon- Anderson bill to control the meat-packing in- 
dustry must be promptly enacted by Congress. 

(5) The railroads must be immediately restored to uftified Gov- 
ernment operation, and freight, express, and milk rates reduced to 
the rates in force when the roads were returned. The roads should 
be paid a reasonable rental, much less than during the war, and if 
any deficit results it should be met by appropriation from the 
public treasury. 

The Chairman. I believe that Mr. Wilson merely wanted to put 
in an explanation of something that was said the other day, and 
the committee will grant him a few minutes for that purpose. 

STATEMENT OF MB. J. M. WILSON, OF McKINLEY, WTO. 

Mr. Wilson. Mr. Chairman and gentlemen of the committee, I 
saw Senator McCumber the other day and made to him the state- 
ment that I had made here to your committee, that some sheep had 
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sold at Chicago for 34 cents a head, that is net ; and he looked like 
he doubted it vei-y much and finally he said, '' Will you kindly get 
me the facts connected with that sale?" I told him I would, and I 
wired to the house that sold the sheep, and this is the answer, which 
bears considerably on the questions asked here to-day : 

Union Stock Yards, III., December 9, 1920. 
J. M. Wilson, 

Care Raleigh Hotel, Washington, D, C. 
Nineteen hundred eighty-six ewes sold to Wilson & Co., at $2.10 per hundred- 
weight; average, 93 pounds; gross proceetls, including 23 dead sheep, $3,878.11; 
transportation expense.s, including freight, switching, feed charges in transit, 
and war tax, $2.804.12 ; yardage, $159.84 ; lire insurance. "^^ cents ; connnission, 
$240 ; attendants' charge, $20. 

Clay Robinson & Co. 

As anybody knows who has been in the live-stock business, Clay 
Robinson & Co. is one of the i-epresentative firms, not only at Chi- 
ca«ro but at other places. The entire receipts from that trainload of 
sheep, probably eight cars of 250 head to the car, w^ere $3,878.11, and 
the charges amounted to $8,224.66, which left $653.45 cas the net 
price for 2,000 head of sheep — there were in fcact 2,009 head. 

The Chairman. How much does that figure out per head? 

Mr. WiLsox. I told you 34 cents, but I was mistaken ; it was 32.24 
cents. In other words, there was added to the price the producer 
received about 500 per cent additional. For every dollar the pro- 
ducer received there was $5 additional to the value asked the con- 
sumer, or practically 500 per cent. It does not seem possible that 
such conditions could exist in the marketing of the products of these 
sheep. 

Senator Xorris. About what did it cost the owner to produce 
those sheep for which he got 32 cents apiece? 

Mr. Wilson. Those sheep a year ago would have sold for from 
$15 to $20 a head, and those sheep ought not to have been bought 
b}^ a packer but ought to have been bought by a feeder. They were 
a class of sheep that fed good. 

The Chairman. Could you give a little more direct answer to 
Senator Norris's question as to the cost of producing? 

Mr. Wilson. I w^ould say that that cost would vary according to 
the times. Last year sheep on the average throughout the West 
cost $6 a head alone, but the sheep could not be raised under the best 
conditions for less than $4 a head. And they w^ere fair-size sheep, 
because wath the shrink and everything they weighed 93 pounds. 
But there was added 500 per cent to the cost that the consumer paid. 

Senator Norris. And the producer did not get cost of production, 
by any means. 

Mr. Wilson. No, sir; nowhere like it. 

The Chairman. The committee will now adjourn until Monday 
morning at 10.30 o'clock. 

(Thereupon, at 11 o'clock and 55 minutes a. m. the committee ad- 
journed until Monday, December 13, 1920, at 10.30 o'clock a. m.) 
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MONDAY, DECEIKBEB 13, 1920. 

Congress of the United States, 

Committee on Agriculture, 

Washington^ I). C. 

The committee met at 10.30 o'clock a. m. on call of the chairman, 
Senator Asle J. Gronna presiding. 

Present: Senators Gronna (chairman), Norris, Smith of South 
Carolina, Ransdellf and Harrison. 

The Chairman. There are two gentlemen here who have indi- 
cated a desire to be heard: Mr. WUliam H. Lyon, of Sioux Falls, 
S. Dak., and Mr. Benjamin C. Marsh. We will first hear Mr. Lyon. 

STATEMENT OF ME. WILLIAM H. LTON, MEMBEE OF SOUTH 
DAKOTA LEGISLATUEE, SIOUX FALLS, S. DAK. 

The Chairman. Will you kindly give your full name, your resi- 
dence, and your occupation to the stenographer, Mr. Lyon ? 

Mr. Lyon. My name is William H. Lyon ; I am a lawyer, and have 
been a member of the South Dakota Legislature for the last two ses- 
sions, and introduced the memorial asking Congress to stabilize the 
price of staple farm products, which was unanimously adopted by 
our House of Rei^resentatives at the special session of our State 
legislature last June. ' 

The Chairman. You may proceed in your own way. 

Mr. Lyon. Gentlemen, a peculiar situation <5onfronts the United 
States to-day. We can produce everything that we absolutely need 
for our own requirements, except rubber, tea, coffee^ and hemp. 

Senator Norris. And sugar; do you not want that m? 

Mr. Lyon. We can produce all the sugar we require. 

We have to-day three-fourths of all the gold in the world* We 
are a creditor nation. Europe owes us over $10,000,000,000 of pub- 
lic indebtedness, upon which it c^n not pay the interest; and over 
three and a half billions of private indebtedness. 

Our farmers have raised a crop that is bursting their granaries; 
we need hundreds of thousands of additional houses for our people ; 
thousands of miles of streets and highways must be constructed. 
The whole railroad system of this country needs rebuilding, and 
at least $1,000,000,000 should be spent each year in railroad recon- 
struction. There is no limit to the amount of work necessary to 

237 



238 REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 

be done in this country, nor to the amount of our available re- 
sources. And yet, incredible as it may seem, there are millions of 
our people out of employment and the agricultural, industrial, and 
business world is trembling upon the brink of bankruptcy. 

Our farmers, in response to the propaganda for " greater produc- 
tion," insistently urged by accredited representatives of the Govern- 
ment, did everything possible to raise a maximum crop and produced 
more than sufficient for our own requirements. And yet it has 
proven a calamity to our farmers and to the business and industrial 
world. If they had loafed upon their jobs, and had worked 8 hours 
a day instead of 16. and raised only one-half or two-thirds of a crop, 
it would have been worth a great deal more than the entire crop 
which they did produce. 

The potato crop of the North 'was not worth at digging time the 
actual cost of th^ seed planted. 

As you all know, it takes 12 bushels of potatoes to plant an acre, 
and they were worth $5 to $6 per bushel at planting time, and the 
potatoes, when dug by our farmers, did not average 50 cents a bushel 
and yield only about 110 bushels per acre. 

Our fa^rmers planted flax worth $5 to $6 a bushel, and the crop 
they are marketing is bringing them approximately $2 per bushel. 

The Chairman. Did it not work this way, Mr. Lyon: The crops 
would have been worth more with a smaller production, and the 
expenses would have been proportionately that much less? 

Mr. Lyon. Very much less, indeed, in every way. 

Oats in the fall of 1919 were sold in our country for from 50 to 
60 cents a bushel. Last spring, when these oats were planted for 
the 1920 crop, they were worth from $1 to $1.10 a bushel. The spec- 
ulators who were fortunate enough to buy those oats a year ago 
made more by holding them over those few months than the farmer 
received for his entire crop. Probably I do not need to tell you 
about the present prices of agricultural products. But we have been 
getting as low as 30 cents per bushel for oats, and in the neighbor- 
hood of 40 cents a bushel, or even less, for corn ; and you all know 
about the price of wheat. 

Senator Ransdell. What do you get on the farm for wheat? 

Mr. Lyon. We raise comparatively little wheat in our section. 
Senator Gronna can give you more accurate information by far 
than I. 

The Chairman. They have been getting all the way from $1.15 
up to possibly $145. 

Senator Ransdell. According to the transportation facilities, I 
presume. 

Th^ Chairman. Yes. 

Mr. Lyon. Let me say a word or two with reference to some pro- 
posed remedies. Some of our farmers seem to think that their 
troubles are caused by the board of trade. But this board of trade is 
a barometer and not the weather ; it is simply a place for the registra- 
tion of the sales and purchases made by the public and the transac- 
tions are recorded upon the " board " which is supposed to indicate 
the " market." If, when we come to dump our crops into market, we 
permitted no one to buy except those who actually wanted to use 
them, the buyers would get them at their own price and the farmers 
would receive even less than they do to-day. It is these " gamblers " 
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and " speculators," as you call them, who say to themselves : " That 
grain is selling too cheap. It will be worth more money before an- 
other crop comes in and I will buy a future " option " on as many 
bushels as I dare." Begrettable as it is they are the people who help 
keep prices up as much even as they are to-day. 

In my judgment, under present conditions, a complete abolishment 
of the board of trade would be futile, and would be detrimental rather 
than beneficial to agriculture. 

The Chairman. Vo you think, Mr. Lyons, that where a hedge is 
made — ^that is, where a sale is made — that there ought to be a law com- 
pelling actual delivery; so that the buyer would be compelled to 
receive a portion or all of it or receive as much as he could use or 
could get, but in the whole transaction do you think that we would 
benefit by enacting a law which would compel the man who sold to 
deliver to the buyer and the buyer who bought to receive what he 
bought from the seller? Would not that eliminate all this unholy 
speculation that people war against? 

Mr. Lyon. I am somewhat doubtful about it, and I will leave that 
for wiser heads than mine. But the remedy which I propose will, 
if adopted, automatically eliminate speculation upon the board of 
trade below the minimum price which we ask the Government to 
guarantee. 

The Chairman. Do you want the committee to understand that you 
indorse the wide trading in a commodity, and especially one which is 
a necessity to life, like wheat or any other food products; that any 
man can go in at any time and either buy or sell any quantity they see 
fit, regardless of whether they have any intention of making delivery 
or not ? 

Mr. Lyon. I think it is a disgrace to a civilized nation to permit 
the price of food to be fixed or manipulated by speculation and re- 
gardless of the cost of production. 

The Chairman. That is being done through speculation very often. 
It takes a whole year to grow a crop of wheat; there can not be 
production overnight nor can there be a reduction in the quantity on 
hand overnight; and yet from the close of the market on one day 
until the opening of the market on the following day there may be 
a difference of 20 cents a bushel. That must be speculation ? 

Mr. Lyon. It is. That subject will come up a little later in my 
statement. 

The Chairman. Pardon me for interrupting you. 

Mr. Lyon. I thank you for doing so. 

The Chairman. I just wanted to know if you indorse the scheme of 
permitting a man who never intends to deliver anj^thing that he sells, 
but who simply goes in for making money out of the transaction. 
That must have an important bearing on the price of that product. 

Mr. Lyon. There are two angles to this question. If you prohibit 
one from selling grain who is not capable of delivering it, you also 
must necessarily prohibit any one from buying it who does not ex- 
pect to receive it. 

The Chairman. Yes. 

Mr. Lyon. As I said before, it is the speculator who gambles on 
this product, who says it is too cheap, and that he will therefore buy 
an option for future delivery; who, under present conditions, helps 
keep prices from dropping even lower than they have been. Un- 
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fortunately speculation in futures seems to be necessary under present 
conditions, but will be automatically eliminated under the plan which 
I am about to bring to your attention. 

The Chairman. Ought there not to be a difference between the sale 
or the purchases by men who go into that transaction for speculative 
purposes and the men who are in legitimate business? The trade 
knows how much^wheat there is raised in the country, approximately, 
and they know how much is needed. I am in accord with you so far 
as it applies in reference to a miller — if he sells 10,000 barrels of flour 
he ought to have the right to go and buy wheat against that, because 
that is the only way he can protect himself. But that is a legitimate 
transaction and nobody suffers from it, because that much wheat is 
taken out of the market. But ought there not to be a difference be- 
tween a man who simply buys for speculative purposes and a man 
who makes these legitimate transactions, and can it not be easily done 
in this way : We will say that the man who buys or sells grain for 
manufacture shall not be taxed, but the man who does not deliver 
shall be taxed? We should not tax a buyer or seller on what he 
actually sells and delivers, but the man who does not deliver and who 
does not intend to deliver could be taxed. 

Senator Bansdell. Mr. Lyon says he has a scheme which eliminates 
this entirely. I would like to hear that plan before we discuss it. I 
am intensely interested. I have mv views about these exchanges, and 
I would like to hear his scheme before we go into the side issues. 

The Chairman. Very well. 

Mr. Lton. Another plan suggested is the extension of credits to 
•our farmers to carry over their indebtedness, and some have even 
gone to the extent of asking for the Government to take up farmers' 
notes. 

In addressing a meeting of the members of the Farm Bureau in 
our city a few days ago, I said to them, " What you farmers want is 
not an extension of credit. You have already had more credit than 
was good for you, and that is one of your troubles to-day," and the 
statement received enthusiastic applause. What the farmers of this 
country need is a fair price for their products that will repay at 
least the cost of production. If they receive that price, they will 
pay their notes at the banks and buy the goods the merchants are 
wild to sell, and the wheels of business and industry will again start 
to move. 

Senator Bansdell. You are absolutely right in that. Tell us how 
to ffet there now and you have solved the whole thing. 

Mr. Lyon. The Nonpartisan League Organization, with which 
our chairman is more familiar than myself, wishes to solve this mat- 
ter by providing for 'State-owned terminal elevators. But the 
trouble with that plan is that it does nothing toward stabilizing the 
prices of the contents of those elevators. The grain in those State- 
terminal elevators, if any of them are ever built, will be your grain, 
my grain, and other people's grain, which is subject to manipulation 
and fluctuation and speculation just the same as the grain that is 
in private elevators. So that remedy does not reach the root of the 
trouble. 

There are many representatives of the farmers who believe there 
ought to be some general, cooperative marketing associations which 
would control these prices. But that, to my mind, is also imprac- 
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ticable. If they could, by any possibility, absolutely control prices, 
they would, I fear, be just as big profiteers as there are in other 
lines of industry. If they couM have a " cinch " like the raisin 
growers of California, and the fruit growers of Florida and the Pa- 
cific coast, where they could corral the entire product, they doubtless 
might be able to name their own price. But I do not think that 
farmers should be permitted to dictate their own price for food 
products any more than I think any other producers should be per- 
mitted to absolutely dictate the price of their products regardless of 
the cost of production. The result of this attempted cooperative 
plan of marketing and withholding of wool and grain crops from 
market, has in the judgment of wiser men than myself proven detri- 
mental to the interests of the actual producers. 

The farmers of Texas and Oklahoma undertook to hold their 
wheat for $3 per bushel, claiming that it cost them $2.77 to produce 
it; and since they inaugurated that holding proposition, you see 
what has happened to wheat. 

The wool raisers of the country undertook to gather together a 
considerable portion of the 1920 wool crop and hold for higher prices. 
In our country when they started in on that plan wool was worth 
approximately between 20 and 25 cents a pound, a#id to-day local 
buyers will not pay even 15 cents a pound. The last quotation I 
saw in St. Louis wool market was about 20 cents for our grade of 
wool. 

Senator Smith of South Carolina.- You do not intend to say that 
that is cause and effect? 

Mr. Lton. I am not sure as to that. But, at anv rate, it has not 
solved the question. 

Senator Smith of South Carolina. I would not like for your state- 
ment unchallenged to go into the record. I am a member of the com- 
mittee sitting here, and I think you would have to present us with 
a statement showing what wool wa's held in that way, what percent- 
age was imported from other countries, or what percentage was not in 
the so-called pool, and what effect it had on the market, plus certain 
other features. It is too complex to let that go in that way. 

Mr. Lyon. I agree with the Senator that there are other matters 
which come in for consideration in discussing the results of the wool 
and grain pools and particularly the all-important facts that they 
did not control the entire product and had no control whatever over 
imports. 

It is also urged that we form corporations to help export our farm 
products, and there is one now being organized with $100,000,000 
capital, and with total anticipated assets exceeding $1,000,000,000 to 
assist in financing the export trade. 

It seems to have been generally overlooked that with the single 
exception of cotton we have a very insignificant surplus of farm 
products of the present year to export. The total wheat crop of 
1920 was 750,648,000 bushels. Our carry over from the 1919 crop 
was 151,000,000, making a total of 901,648,000 bushels available. 
Our net exports from July 1 to November 1 of this year were 
132,123,000 bushels, leaving a balance, as of November 1, amounting 
to 769,525,000 bushels for all purposes. 

One year's requirements for food and seed are estimated by the 
Department of Agriculture to be from 625,000,000 to 650,060,000 
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bushels. Taking the latter figure, leaves a net balance available as 
of November 1 of 19,525,000 bushels. 

Senator EANspELL. Available for exports you mean? 

Mr. Lyon. Available for export and carry over. 

My estimate of net exports from November 1 up until December 31 
of this year is at least 50,000,000 bushels, which is considerablv less, 
than our net exports for any two months since July 1. I will give 
you the figures for each month, if you desire them, but they are ap- 
proximately from 27,000,000 to 30,000,000 bushels a month. That 
will leave a net estimated balance on hand above domestic require- 
ments on the 1st day of next January of 69,528,000 bushels. 

The average carry over of wheat for years past has been approxi- 
mately 75,000,000 bushels, but in order to insure safety against a pos- 
sible crop shortage at least 100,000,000 bushels of wheat^ — less than 
two months' requirements — should be carried over from one year's 
crop to the next, in order to be assured of even a moderate bread 
supply. If my estimate of net exportations for November and De- 
cember should prove correct, we will face an actual shortage of five 
and one-half million bushels on the 1st day of next January below the 
usual carry over of 75,000,000 bushels as a margin of safety. 

The-situatioij, therefore, is that if we permit the continued exporta- 
tion of wheat we may soon have to go to Canada or Australia or 
Argentina in order to buy wheat for our requirements. 

The Chairman. Julius Barnes gave us some of these figures in 
regard to the carry over, and he stated substantially the same as you 
do now, that it was dangerous to get below 75,000,000. Of course, 
we all realize that that carry over is more or less an estimate; it io 
altogether an estimate. 

Mr. Lyon. It is from the Department of Agriculture. 

The Chairman. It may not be half of that amount, because theio 
is always a great shrinkage. 

I think you are substantially correct, because 1 have been able tv» 
analyze and study these tables. If it were not for the wheat that has 
been imported from foreign nations we would have very little wheal, 
to export. I think we have exported more than we -ought to right 
now. 

Mr. Lyon. The chairman is absolutely correct, in my judgment. 

Senator Xorris. According to your idea, we will have a shortage i 

Mr. Lyon. We will face a shortage, or rather an inadequate mar- 
gin of safety in the carry over. 

Senator Norris. Are you going to explain, then, why the price has 
gone down so much ? 

Mr. Lyon. I am not a "market sharp," but I am stating what I 
have ascertained to be the present condition of our wheat supply. 

Senator Norris. It does not take any kind of a sharp to find out 
what the market price of wheat is now. We know it is awa}'' down 
below the cost of production, and if we are faced with a shortage and 
have got to bring some wheat in from Argentina and Canada to liv^e 
on, I should think that would reflect itself in the present price of 

wheat. 

Mr. Lyon. In myjudgment, it will within a very short time. 

Senator Norris. Then it follows that all the farmer has to do is to 
hold his wheat awhile ? 

Mr. Lyon. No doubt that will help, if they can only do it. 
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Senator Norris. Of course. They have to have some money to do 
that. 

Mr. Lyon. But the Federal Reserve Board are insisting that the 
farmers must sell their crops in order to pay their notes. Under 
present conditions, the tenants whose needs are greatest are obliged 
to sell for the lowest price; the fortunate farmers,who can hold 
their crops over until shortly before the new crop comes in, are 
usually able to get the long price, and they are the ones who need 
the money least. 

1 wish to also to call your attention to the matter of oats. Our net 
export of oats for the year ending June 30, 1920, was 37,392,000 
bushels. Our average exports for previous years were as follows: 
In 1918, 109,000,000 bushels; in 1917, 125,000,000 bushels; and in 
1916, 95,000,000 bushels. 

Senator Harrison. How much was it before the war started? 
Have you figures on that? 

Mr. Lyon. No, Senator. But they are in the yearbook. It was 
very much less before the war. I can give you the exact figures in 
a moment, if vou desire. 

Our average annual exports of corn from 1909 to 1913 were 
45,000,000 bushels. In 1917 the preliminarv estimate of our corn 
exports was 57,000,000 bushels, and in 1918 it was 47,000,000 
bushels. 

I am mentioning those facts to show how small an amount of 
these crops we export, and how easy it will be for the Government 
to do the financing necessary in adopting the plan which I am 
bringing to your attention. 

Mr. Julius H. Barnes in his address before the " committee of 
seventeen," on November 5 of the present year, makes this state- 
ment: 

As to the per cent of exports to our grain production, the four prewar years* 
exports of all grains averaged 3.8 per cent of the total crop. During the five 
war years export, exports averaged 8^ per cent of the crop. During the last 
cereal year just completed our exports averaged 6^ per cent of the total crop. 

Senator Harrison. That includes all grain? 

Mr. Lyon. I assume it does. I want also to quote Mr. Barnes as 
to how these prices are fixed. [Reading:] 

Broadly speaking, it may be accepted as axiomatic that the price for an 
entire crop will be the price at which the surplus of that crop finds its market. 
That is, both the price on the export surplus and the price on the entire portion 
of that crop marketed at home will be the price determined at the market in 
wjiich that export surplus is sold, less the cost of delivery. That is true 
whether the export surplus is 50 per cent or 10 per cent of the crop, except 
that the smaller surplus may be marketed earlier in the crop year and the home 
marketing thereafter, somewhat independent of the final export marlvct. 

The importance of this to the grain grower of America in this particular 
year — ^1920 — is appreciated when it is stated that all of the five principal 
grain crops — wheat, corn, oats, rye, and barley — have been harvested in 
sufficient quantities that each of these crops will more than provide any pos- 
sible domestic consumption, and therefore in the normal operation of the law 
of supply and demand each of these crops, generally speaking, will seek a 
price level which reflects an overseas consuming market, less costs of de- 
livery. 

In other words, the 3.8 per cent of these grain crops which we 
sent abroad to meet the general trade price level of the world in 
competition with the products of the Hindus and peons and the 



244 RE\^VIXG THE ACTIVITIES OF WAR FINANCE CORPORATION. 

peasants of Europe, and the cheaper labor and the cheaper lands of 
other countries, that little, dinkey surplus automatically fixes ap- 
proximately the price of the 96^ per cent of that crop which we 
consume at home, and regardless of the cost of production. 

The Chairman. You would be right in that statement if you took 
one crop by itself. But the trouble with your statement is this : 
You are taking the com crop, consisting of more than 3,000,000,000 
bushels, and you are linking it up with a crop which is, at least this 
year, only about the amount that we can consume here at home. That 
is hardly a fair proposition. If you will take wheat alone, your 
statement will not stand. 

Mr. Lyon. Why will it not? 

The Chahuian. It will not stand for the reason that the people 
of our own country will consume nearly the entire crop. 

Mr. Lyon. If we export the surplus early in the crop year, then,, 
as soon as that is disposed of the domestic price will rise, as Miv 
Barnes indicates here. 

The Chairman. You are then forgetting also to say that we are 
going to protect this particular crop for our own people. 

Mr. Lyon. I am going to come to that. Senator, if you will par- 
don me ; I am just a little ahead of my story. 

The Chair3ian. Pardon me for interrupting, but just to help you^ 
I did not want you to convey the idea that you could take the entire 
crop of all these five cereals and deal with them just the same as if 
you were dealing with one, because that can not be done. 

Mr. Lyon. I think that I will clarify that before I get through, 
if you will permit me. 

The Chairman. Yes. 

Mr. Lyon. As I said before, this little 3.8 per cent of a surplus 
automatically fixes the approximate price ot the balance of the 
crop consumed at home and regardless of the cost of production. 
If there ever was a case of the " tail wagging the dog," is not that it ? 
We can readily understand that if England would say: "We will 

Eay you a certain specified price for all grain that you export to 
liverpool," that this would automatically bring up to that level 
(less transportation charges) the pYice of all the remaining portion 
of the crop consuined at home and without regard to the quantity 
exported — ^if any. 

But it seems difficult for some people to see how the United States^ 
with the greatest resources of any country on earth, can accomplish 
this very thing by making an equivalent guaranty on this side of 
the ocean. 

In brief, the plan which I bring to your attention is this : To have 
the National Government guarantee a minimum price for all wheat,, 
flax, and oats of the 1920 crop, delivered at certain terminals in this 
country, in the month of June, 1921 ; and for all surplus com that 
may be dehvered in the month of September, 1921, before the new crop 
comes in. The proposed bill which I am submitting to your con- 
sideration specifies the following minimum prices, viz, $3 for flax,, 
$2.25 for wheat, $1 for corn, and 75 cents for oats — ^none of which,. 
I am frank to say, are high enough. If the Government guarantees 
that it will pay these prices for whatever surplus there is left over 
at the end of the crop year you caT> readily see its effect upon the 
markets of this country. 
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Suppose the farmer brings in his crop and nobody wants to buy 
it. He can take it to an elevator and get a storage check for it; 
take that to the bank, and the banker will know that in the month 
of June, 1921, the Government will pay the guaranteed price for 
that product, if still in existence, out of which has to be deducted 
the transportation and carrying charges, and the banker will also 
deduct interest upon the money in the meantime and pay the farmer 
the balance, because this is practically an obli^tion of the Govern- 
ment. But when the month of June next arrives, practicalljr all of 
this crop has been consumed, and when the specified time arrives, in 
all probability the Government will have a very slight portion of 
this crop to pay for. In the case of wheat, it will probably not have 
a single bushel to pay for, except what it may be necessary to carry 
over to the next crop as a margin of safety, and I believe that the 
Government ought to finance these food crops for the mutual ad- 
vantage of the producer and consumer. 

Senato^ Norms. Would it not be necessary, in connection with 
your plan, if that was adopted, to levy a taiiiff, or in some other way 
prohibit the importation absolutely from anv foreign country of 
anv of these articles, at the price at which we fixed? 

Mr. Lyon. Yes, Senator. This proposed bill provides for that. It 
is very brief. 

The Chairman. You may read it. 

Mr. Lton. In this I am arranging to revivify the United States 
Grain Corporation, which I understand is in a state of "innocuous 
desuetude, but can be restored to life. I thought that it was a vehicle 
that we might use for this purpose. 

The Chairman. There are some of us who would like to have you 
help us forget the Grain Corporation. 

Mr. Lyon. That is subject to amendment, and any other agency 
may be utilized. 

Senator Ransdell. Call it by another name? 

Mr. Lyon. "A rose by any other name would smell as sweet." 
[Reading :] ^ 

Be it ena^^ted by the Sen^ite (md House of Representatives of the UrdteS 
States of America in Congress assemJbledy That the United States Grain Cor- 
poration shall pay for all flax, wheat, com, and oats stored or sold by the 
producer thereof subsequent to the passage and approval of this act the sum of 
$3 per bushel for flax, $2.25 per bushel for wheat, and 75 cents per bushel for 
oats upon delivery thereof during the month of June, 1921^ at terminal elevators 
at Portland, Seattle, Minneapolis, Duluth, Chicago, Buffalo, New York, Gal- 
veston, New Orleans, and such other terminals as may be specified by said grain 
corporation, and the sum of $1 per bushel for corn delivered in like manner 
during the month of September, 1921 ; such prices to be based upon the best 
grades of such products and proportionate reduction in prices to be made by 
said corporation for lower merchantat)le grades. 

Sec. 2. That all elevators receiving or storing such products shall be licensed 
by the United States Grain Corporation, and storage and other charges to be 
specified and limited by the rules and regulations to be adopted by said cor- 
poration. 

Sec. 3. That said United States Grain Corporation shall retain or dispose 
of such surplus crops as it may deem best for the public welfare, and in case 
the prices of any such products should at any time rise above such guaranteed 
price, or in case of shortage, either actual or anticipated, said corporation is 
hereby authorized to import any such products from abroad and dispose of the 
same to the manufacturers or consumers thereof. 
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My thought was not to permit inflation above the guaranteed 
price unless justified by the world's market. (Beading:) 

Sec. 4. That all exporters of wheat and flax and products thereof shall be 
licensed by said corporation, which shall permit exportation thereof only Avhen 
the supply exceeds the probable domestic requirements. 

That is to preserve the proper margin of safety for our own peo- 
ple. (Reading:) 

Sec. 5. That said corjioratlon is hereby authorizefl to borrow of the Federal 
Reserve Bank the sum of $2o0,0t^).000, or so much thereof as may be necessary, 
for the purpose of complying with the provisions of this act, at a rate of not 
to exceed 3 per centum per annum, and shall have the right to loan such por- 
tion thereof as it may deem necessary at a rate of not to excee<l 6 per centum 
per annum upon terminal warehouse receipts covering the products specified 
in section 1 hereof, for the purpose of assisting in carrying and in the final 
disposition thereof. 

Sec 6. That no fla^j, wheat, com, or oats, or products thereof, shall be im- 
ported into the United States from and after the passage and approval of this 
act, except by the said Grain Cori)oration. % 

Sec 7. That all acts and parts of acts in conflict with this act are hereby 
repealed so far only as they may conflict with this act. 

The Chairman. The members of the committee will now have 
to go to the Senate, because of certain important matters pending 
there, and the committee will meet again, subject to call, either 
this afternoon or to-morrow morning, of which you, Mr. Lyon, will 
be duly advised. 

(Thereupon, at 11.30 a. m., the committee adjourned to meet again 
at the call of the chairman.) 
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TUESDAY, DECEMBEB 14, 1920. 

Congress of the United States, 

Committees on Agriculture, 

Washington^ D. C. 

The committee met, pursuant to adjournment, in room Xo. 3:^6, 
Senate Office Building, at 10.30 o'clock a. m., Senator Asle J. Gix)nna 
presiding. 

Present: Senators Gronna (chairman), Kenjc^n, RansdelL Xorris, 
Keyes, Smith of Georgia, Smith of South Carolina, Capper, and 
McXary. 

The Chairman. The committee will be in order. Mr. Lj^on will 
proceed with his statement. 

STATEMENT OF ME. WILLIAM H. LYON, OP SIOTJX FALLS, S. DAK.— 

Eesnmed. 

Mr. Lyon. Mr. Chairman and Senators, I will endeavor to be very 
brief. I called your attention yesterday to the fact that our average 
annual exportations of corn did not exceed 50,000,000 of bushels, and 
our average exportations of oats have not for a number of years 
exceeded 100,000,000 bushels annually, and also called attention 
to the fact that if exports of wheat continues at the present rate 
that by the 1st of Januarv we will not have within at least 5,000,000 
or 6,000,000 of bushels— the amount of a safe carry over— of 75,000,000 
bushels until the new^ crop comes in. 

I wish also to call attention to the case of flax. Last year our 
production of flax was 10,736,000 bushels, and our imports for the 
year ending June 30, 1919, were approximately 8,000,000 bushels. 
The average annual importation of flax for a number of previous 
years had been from 12,000,000 to 13,000,000 bushels. 

I wish now to again call attention to the plan for a stabilization 
of the prices of these four products, wheat, oats, flax, and corn, for 
the present year, as indicated in the bill, to which reference was made 
yesterday. It provides that the Xational Government shall guar- 
antee a minimum price of $3 per bushel for flax ; $2.25 per bushel for 
wheat ; $1 per bushel for corn ; and 75 cents per bushel for oats de- 
livered at certain central terminals during the month of June of the 
coining year — that is, the Government is to buy at that price what- 
ever surplus remains at that time. The time for corn is fixed in 
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September, which is just before the coming in of the new Southern 
crop. 

Yesterday, while some of you gentlemen were absent, I referred to 
the statement made by Mr. Julius H. Barnes, in his address to the 
" committee of 17," at Chicago, on November 5, to the effect that for 
the four years prior to the war our average annual exportations of 
grain crops amounted to only 3.8 per cent of the crop, and also to 
his further statement that when a portion of a crop is exported, that, 
as a general proposition, the price which this surplus portion 
brought in the foreign market, fixed approximately the prices of the 
remainder of the crop consumed at home. 

The Chairman. I want the record to show that I dissent, as one 
citizen, from that opinion. I do not agree with Mr. Barnes in his 
opinion on that — ^that Europe fixes the prices. That is an absolute 
fallacy that has been disproved, I think, by congressional investiga- 
tions. That idea, that Liverpool fixes the prices, is not correct. Of 
course, we are glad to have your statement, but jou are using now Mr. 
Barnes's statement, and I am disputing that statement. I am not 
disputing your statement at all; but I am disagreeing with Mr. 
Julius Barnes that Liverpool fixes the prices. It does not do any 
such thing. ^ 

Mr. Lyon. I wish to call the attention of the committee to the fol- 
lowing paragraph in the excellent address delivered by Governor 
W. P. G. Harding, of the Federal Eeserve Board, to the Farm Fed- 
eration Bureau, at Indianapolis, Ind., last week. He says: 

While it is true that the greater volume of our staple crops and the larger 
part of our manufactured goods are consumed at home, the maintenance of our 
export trade is of the greatest importance to farmers and manufacturers, for 
ability to dispose of surplus products abroad is a potent factor in the determi- 
nation of the prices at which these goods are sold at home. 

From this it seems evident that Governor Harding shares the views 
and opinions of the big financiers of the country that the "tail should 
wag the dog"; that the little insignificant surplus that we export 
should govern the price of what we consume at home regardless of 
the cost of production. 

Senator Ransdell. Hasn't that been almost axiomatic in the teach- 
ings of all political economists, whether it is true or not ; do not prac- 
tically all political economists agree that the prices abroad very 
largely govern the prices at home ? 

Mr. Lyon. Evidently the chairman does not agree with you. Sena- 
tor. 

Senator Eansdell. I know what the chairman thinks. But I am 
asking you, if it is not true that practically all political economists 
agree that such is the case ; that it has become almost axiomatic in 
the teachings of the political economists ? 

Mr. Lyon. I think so, with certain exceptions. As Mr. Barnes in- 
dicates, when the surplus is small and is disposed of, then the re- 
mainder of the crop may be consumed without regard to the prices 
paid for the exported surplus. 

Senator Ransdell. I do not want to divert you. Your statement 
is very interesting to me. I simply wanted to ask you that question, 
and I will allow you to pass right on. 

Mr. Lyon. The only remedy which Mr. Barnes suggests in his ad- 
dress is the deepening of the waterway between the lakes and the 
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ocean, in order that we may get our little grain surplus to Europe 
cheaper in competition with the products of other lands. In the first 
place, gentlemen, that is like a good many other proposed remedies. 
Even if it were practical, before it could oe applied the patient will 
be dead ; there is the one thing above all others that should be kept 
in mind, and that is, our farmers must have immediate relief. If it 
is put over from month to month, there will be untold suffering, be- 
cause the farm tenants will have to sell their products and the specu- 
lators will get the benefit f roifi future increased prices. 

Suppose, gentlemen, that the price is guaranteed for the remain- 
ing surplus — ^you will observe that this automatically must eliminate 
all speculation. No one will dare gamble that will be worth any such 
product than the price the Government has guaranteed to pay for it. 
In case there should be an attempt to boost the price above that level, 
there is a provision in the bill authorizing the grain corporation to 
import products from other lands in order to keep down the prices 
to the guaranteed minimum. 

In the case of flax, a crop that we import about as much of as we 
raise, the Government can guarantee the price for next June for 
all surplus flax that is left, delivered at certain terminals, and the 
Government will not have to put up a single dollar, but will need 
only to control imports. 

Senator BANSDEUi. Mr. Lyon, personally I think you have stated 
something that is a fact, if the Government wants to do that. But 
I want to ask you this : You limit your guarantee to wheat, oats, 
corn, and flax, do you not ? 

Mr. Lyon. For the present. This is a temporary makeshift for 
the crops only of the present year. 

Senator Kansdell. Now, the moment we attempt to make a guar- 
antee for those four commodities I would like to say to you that we 
are going to be confronted with demands for guarantees of prices 
of every other product of the farm, and every manufactured product, 
because there are many Senators who represent the communities 
where there are manufacturing interests and other interests than 
you have named now. I want you to elucidate where the Govern-' 
ment would stop. 

Senator Smith, of Georgia. And I would like to add to the qties- 
tion, why should not cotton be included ? 

Mr. Lyon. I will soon come to that, Senator, and also to sugar. 

Senator Smith of Georgia. Some of us have made up our minds 
that the greatest commodity exported shall receive consideration, and 
we are not afraid to say so. 

Mr. Lyon. I will discuss this cotton situation later, and I think 
you and I will agree perfectly. Senator. 

I suppose that no one can question the general benefits that would 
result to agriculture by the yearly stabilization of the prices of 
staple farm products. If the farmer does not want to raise one 
crop he can raise something else and use his land and his ability for 
the purpose for which they are best adapted. And not only that, 
but instead of dumping his grain into market all at once, and thereby 
congesting the railroads and elevators, there is an inducement for 
him to hold it back, because the longer he holds it back the more 
nearly the guaranteed price he will receive, and the less storage he 
will have to pay. 
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I will take up cotton now, Senator Smith, if it is necessary for 
you to go. 

Senator Smith of Georgia. I am much interested in your state- 
ment, but I shall have to go very soon. 

Mr. Lyon. I have not given very mucli attention lo cotton and 
sugar, but I wish to sav a word or two in reference to them. 

Senator Smith of Georgia. I do not mean that I am not deeply 
interested in all the other agricultural products, and I will do as 
much for the other products as for my* own, but I think I am espe- 
cially charged with letting the Senate know about our resources. 

Mr. Lyon. The plan I propose is simply temporary for those four 
products which constitute our chief food products, with the excep- 
tion, of course, of flaxseed. But I also advocate a permanent sta 
bilization plan, which would be administered by a commission ap- 
pointed by the President, re)Dresenting not only the producing but 
also the consuming public. If any particular crop should prove too 
large the commission would undoubtedly discourage the excessive 
production of that commodity for the following year by reducinfij 
the price of that particular product and increasing the price of some 
other of which we may be short, as, for instance, by increasing the 
production of sugar from sugar beets. 

Now, with reference to the matter of cotton, which is peculiar 
and might be regarded as a source of weakness in a stabilizing plan 
but it really is a source of strength. The yield of cotton this last 
year was approximately 12,000,000 bales, was it not ? 

Senator Smith of Georgia. Twelve million five hundred thousand 
bales. 

Mr. Lyon. Our usual annual export of cotton, I believe, is between 
5,000,000 and 6,000,000 bales. 

Senator Smith of Georgia. Seven million bales. 

Mr. Lyon. I thought the yearbook showed approximately 6,000,000 
bales. We produce approximately one-half of all the cotton in the 
world, do we not ? 

Senator Smith of Georgia. More than that; we produce practi- 
cally all the standard cotton for manufacture into clothes. The 
Indian cotton is very short and the Egyptian cotton is very long. 
The standard cotton for clothing, that goes to the mill to make cloth- 
ing, is produced as a monopoly in the United States. 

Senator Eansdell. But in pounds it is between 60 and 65 per cent 
of all the cotton in the world. 

Mr. Lyon. I am going simply by the yearbook, but w^hat you state 
still further strengthens the position I take with reference to cotton. 
Now, suppose our Government guarantees a minimum price for sur- 
plus cotton, to take effect at certain terminal elevators and ware- 
houses shortly before the new crop comes in. We will suppose they 
have fixed the price at, say, 25 or 30 cents, or whatever may be re- 
garded as a price that will pay the cost of production with a reason- 
able profit. Now, this Nation, as the Senator states, has practically 
a monopoly of cotton. We have something that the world must have, 
and if this Government guarantees a minimum price for all surplus 
cotton that remains on hand at the end of the crop year the world 
must pay that price in order to get it. England almost linked her 
fortunes with the Confederacy during the Civil War in order that she 
might get cotton for her mills in Lancashire. And if this Govern- 
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nient will guarantee a minimum price for cotton the world must 
come to the United States and buy it. 

Here is the situation: Suppose I must have 100,000 bushels of 
wheat, and each of you five Senators have 20,000 bushels to sell, and 
that is all there is available. You know that I must have this wheat 
and you know that Senator Smith here has set a fixed price for his 
wheat than can not and will not be changed. And you Senators 
who have set no fixed price for your wheat know that I must buy 
Senator Smith's wheat and pay that price for it. Now, are you 
ofentlemen going to sell me your wheat for any low^er price than that ? 
Are you not going to say that your wheat is just as good as Senator 
Smith's and you will insist on having approximately the same price 
for it? ^ -^ , 

Senator Smith of Georgia. That surplus having been withdrawn 
from the ordinary market, they have got to pay for the balance to 
o^et it. 

Mr. Lyon. That is it exactly. Senator. You have struck the nail 
riflfht on the head. They must come here and get it and pay that 
price, and the fixing of a price on cotton in this country, which has 
a practical monopoly of cotton, wnll also raise the price of similar 
cotton all over the world to substantially that same level. Am I 
not correct ? 

Senator Smith of Georgia. I do not think there is a doubt about 
that. The question would arise, then, suppose they raise a large 
amount of cotton and the Government had to take a considerable 
amount, would not that be discriminating in favor of one industry 
at the expense of the balance of the people of the country ? 

Mr. Lyon. The experience of the last few months has demon- 
strated that the whole business and industrial world rests upon agri- 
culture ; that it is the basic industry of this country ; that when the 
farmer prospers the whole world prospers with him, but when the 
farmer is producing his products at a loss, the whole business and 
industrial world, as well as agriculture, hangs on the brink of bank- 
ruptcy. Is not that true ? 

Senator Smith of Georgia. I think it is, largely. I think when 
we withdraw the purchasing power of the farmers we paralyze the 
industry of this country. 

Mr. Lyon. The farmers and those directly dependent upon the 
farms comprise more than one-half of the people of this country. 
There are over $25,000,000,000 of capital invested in farming enter- 
prises. And those farmers are the greatest buyers and the greatest 
spenders in the world. 

Senator Norris. Now, suppose we had your plan in operation cov- 
ering all the articles you have mentioned, would not this be a danger : 
That people would go into production of cotton to a greater extent 
than they do now, and wheat and flax and oats, and the over produc- 
tion of them all would be very large, and then the Government of the 
Ignited States would have to buy that surplus and have it on hand; 
and next year there would be a large crop of all of those products or 
of a large portion of them, and they would have to buy that. How 
^'ould they sell what they had on hand then without coming into 
competition in the very market on which they had to buy the next 
year's crop ? 
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Mr. Lyon. In my opinion. Senator, this will automatically regulate 
itself. If, for instance, we raise too large a crop of cotton, or wheat — 
a larger amount than the commission thinks can be exported and 
a larger amount than we need to carry over until the next crop, the 
commission will undoubtedly drop the guaranteed price of cotton, or 
wheat, or whatever it may be, for the next year, and induce the people 
to raise other products such as wool, sugar, flax, etc., which we 
import. 

Senator Smith of Georgia. Then the Government loses to that ex- 
tent on what it took over ? 

Mr. Lyon. Of course, there is an opportunity for a slight loss, 
which, however, would be insignificant compared with the enormous 
benefits that would result to agriculture and industry. The commis- 
sion should encourage the production of products which we import, 
rather than those which we export. For instance, the production of 
sugar of which we require annually about 6,000,000,000 tons that cost 
us several hundred millions of dollars. 

Senator Eansdell. Excuse me, Mr. Lyon, but you do not mean that 
in tons ? 

Mr. Lyon. I should have said pounds instead of tons. Thank you, 
Senator. This sugar could be produced in this country, and to pro- 
duce this additional amount would require about three and one-hall 
million acres of land planted in sugar beets. And how much better it 
would be for us to encourage the production of additional sugar in 
this country, instead of encpuraging the overproduction of wheat and 
oats and corn to such an extent that we must export them, and thereby 
export the fertility of our soil. Would it not be better for us to save 
the hundreds of millions of dollars that we are now spending for 
foreign sugar, rather than to ship those products that I have men- 
tioned abroad in competition with the cheap labor and the cheaper 
lands of other countries ? 

Senator Eansdell. Would not that same, argument apply to rice 
and wool ? We import a good deal of rice and wool. 

Mr. Lyon. Pardon me. Senator, I supposed so, but when I looked 
the matter up I found that we export more rice than we import. 

Senator Eansdell. Is that so ? I did not think that was the case. 

Mr. Lyon. I am glad, however, that you mentioned wool. 

Our importations of wool for the year 1919 were 422,415,000 

?ounds. Uur production for that year was 313,760,000 pounds, 
here is no reason in the world why the national Government can not 
Guarantee the price of wool to the wool producer without having to 
uy a single pound as we produce less than one-half the wool that we 
consume. 

Senator Smith of Georgia. Then, what would become of the manu- 
facture of wool for export ; would you not destroy your international 
commerce in manufactured products ? 

Mr. Lyon. The bill as drawn includes nothing except the four food 
products mentioned and for the 1920 season only. But when a perma- 
nent stabilization plan is adopted it should permit the importation of 
wool or other products that might be intended for reexportation, 
either manufactured or otherwiige. That certainly should be a pro- 
vision of a permanent stabilizing act. We require other cottons to 
mix with our cottons, do we not ? 
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Mr. Lt»: X. Xcw. f-ii^t a woni or two with retVretxv K> tW cvJtvi^t:^^ 
that will resrlt to e- i^in<ess in irvn^r*! frv^ia the 5^;Ab:l:^;*l:vxi:^ v^f li^i^ 
price of staple faim pn>Ir:;tSw Sup^x^se the flvHir miUs^ tUt>i^ievl oil! 
makers, the caticeai macrifa turers^ the ivni prv¥ii:cv*^ti>; Wi^iiiul^Av'^ 
turers, the cottoc anJ wr-^l manufaoturer^ <iVuUi Iv jsiss^ur^t of ^ 
stable price for raw mtiterials durinir the enure :?etii5^>i><, ^irr^vht^ll^ 
increasincr a little fn:»m m*^nrh to month to ^t>wr i^\*r*sv' siuvl vtirrv- 
ing charges, is it not seif -evident how much more 55;iifelY thev sNHfcKl 
conduct their business bv eliminatinir the risks; whiolJ ^Hw rec^xthl 
from speculations and fluctuations in the price of thes* uxateml^^l 
Would they not be able to conduct their business^ far wore ^i^fely 
and economically and at a much smaller margin of pn^Ht thai) at 
present ? 

Xow, when the fairmer grows a crop, he dix^s not know wh^t to ^io 
with it. Just as soon as he gets a crop planted he beiHvmeifi a gnnx- 
bier; he gambles with the elements and with the bujrsi and worws* 
and when he finally succeeds in harvestinff » orop he dtx^s ixot know 
whether to hold for higher prices or sell for tear tl\e pru^> will 
fall. But under the stabilizcKl plan he knows that it has a stable 
value in his own granary, and that it will gradually inotx^i*^ «i 
little in price from month to month to offset carrvingoharjxt^ 

Senator Smpth of Georgia. I am sorry, Mr, Iiyon, b\jt 1 sJxttU 
have to go. I wish I could stay. I am enjoyinff vour diso\jssim> 
very much, and I think I understand your view tully. 

Senator Raxsdelx.. Let me ask you one genen\l question: Yh> you 
propose to single out agricultural products for stabilising, \\x\i\ stabi- 
lize the products of the farm without stabilizing at the same timt^ 
the products of those citizens of the Nation who do not live on tho 
farm? 

Mr. Lyon. Senator, I consider that food is the first requisite of us 
all; that the production of food is moi^ important than any other 
occupation. 

Senator Eansdell. I have no doubt of that. 

Mr. Lyon. And we can not expect that our food is going to ba 
produced by these farmers at a loss. 

Senator Eansdell. I grant you that, but T am trying to find out 
what your theory of political economy is. Are you going to stivbi- 
lize the prices of these farm products without at the Hnnu^ tin^c^ 
stabilizing the products of other citizens of tho Nation II 1 am a 
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farmer myself and it would be of great benefit to me, but I can not 
help but read the census reports, and they tell me that more than 50 
per cent of the people of this country live in communities of 2,500 
people or over in population. And I know, as a lawmaker, that we 
have to have the votes of the representatives of these people to pass 
laws. It is not only a question of what is right, but what can be 
passed, as a practical proposition. 

Mr. Lyon. Senator, the workingmen of this country are not so 
much interested in what they pay for a loaf of bread as they are in 
knowing that thev are going to be able to get it, not only this year, 
but next year. I^ow, an addition of 60 cents per bushel to the price 
of wheat, a cent a pound, would add less than 1 cent to each pound 
loaf of bread. 

Senator Norris. Mr. Lyon, you are not answering Senator Eans- 
dell's question. We might as well face the proposition. Is your 
proposition confined to agricultural products? 

Mr. Lyon. It is. 

Senator Norris. You do not propose to stabilize manufactured 
products? 

Mr. Lyon. No, Senator. 

Senator Norris. But you do not confine it to food products. You 
have included flax and cotton, which are not food products. If you 
go into that, where are you going to stop? 

Mr. Lyon. Cotton and wool, while not food, are essential for 
clothing and of supreme importance. Flax produces an oil prod- 
uct which is a necessity in the manufacture of paint, and of univer* 
sal use. 

Senator Eansdell. And so is cotton. I can not let the record 
pass without saying that cotton seed is a very valuable, food prod- 
uct, from which is made a substitute for lard and butter. 

Mr. Lyon. And flax meal also is a food product of flax. Ulti- 
mately it may be deemed advisable to stabilize other products — I am 
not wise enough to know what the future may bring forth. I be- 
lieve in taking one step at a time and doing the thing, that you think 
is absolutely practical and immediately necessary. If ultimately it 
should be deemed wise to stabilize other products, it will be done. 
I would, as soon as possible, follow the stabilization of the prices of 
these four products by stabilizing the prices of wool, sugar, cotton,, 
and rice. 

Senator Randsdell. Would you not include tobacco in that? 

Mr. Lyon. I think it has been determined officially that tobacco 
is a necessity — at least, in war. 

Senator Kansdell. A lot of people consider it a necessity. 

Mr. Lyon. I am not an authority on tobacco, except as a rather 
immoderate user of it. 

Now, another thing, gentlemen, in this connection. In this pro- 
posed bill I have provided for re\4ving the United States. Grain Cor- 
portation for the purpose of handling and financing this proposition. 
But as the resolution introduced by this committee for the reviving 
of the War Finance Board has just passed the Senate it would 
probably be best to turn over to that board the administration of the 
temporary stabilizing act which I am advocating. 

Now, as I said before, the farmer is not interested, to my way of 
thinking, in the extension of credits as much as he is in getting a fair 
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price for his products. If he can get a fair price for his products he 
will go to the bank and pay his debts and make arrangements for 
his own financing, and if he can get a fair price for his products he 
is, as I siiid, the greatest buyer on earth. As soon as the farmer gets 
a fair price for his products he will buy machinery, and tractors, and 
clothes, and automobiles, and almost everything that is produced, be- 
cause he is the greatest spender in the world, and by stabilizing the 
products of the farm you will stabilize to a gi'eat extent, automat- 
ically, the business and industrial interests of the countiy. There is 
no industry that you could stabilize, in my judgment, which would 
even begin to approach the benefits resulting from stabilizing the 
products of the farm. 

The stabilization of the price of staple agricultural products will, 
of course, also automatically tend to stabilize the cost of meat pro- 
duction. 

The price of leading agricultural products has already dropped to 
the prewar levels. If labor and industrial products drop to the same 
level, as is the present tendency, it will result in widespread disaster 
and practically treble the enormous public and private indebtedness 
Qpntracted at war prices, thus requiring three days' labor and three 
bushels of grain to pay what one day's labor and one bushel of grain 
would have paid when the indebtedness was contracted. 

I thank you, Mr. Chairman and Senators, for the careful attention 
you have given me. 

I would like, in connection with my remarks, if you would include- 
in them the memorial of the house of representatives of the State of 
South Dakota. 

The Chairman. If it is not too long it will be printed in the record. 

(The memorial referred to is here printed in full, as follows:) 

The house of representatives of the State of South Dakota respectfuUy repre- 
sents to the Congress of the United States that — 

Whereas it is self-evident that a civilized nation should not longer permit the 
price of wool, cotton, and food products to be fixed or manipulated by specu- 
lation and without regard to the cost of production ; and 
Whereas all other producers know in advance the approximate prices they cari> 
obtain for their products, but the farmer when he plants his crop or begins 
preparing his stock for market has no assurance that his products, the most 
important of all, being absolutely necessary for the existence of humanity, 
will even repay the actual cost of production, and frequently these producers 
suffer immense losses, millions of dollars having been lost during the past 
year by our farmers in the preparation of cattle, hogs, and sheep for ihar- 
ket; and 
\Miereas if the prices of staple farm products were stabilized by the General 
Government, it would add immensely to the stability and security of agri- 
. culture, and be equally beneficial to the ultimate consumer ; and 
Whereas it is our belief that the stabilization of such prices could be accom- 
plished in such a manner as would require the National Government to 
finance only the surplus, which is usually small compared with the entire 
crop, and if any surplus should prove too large for profitable disposition by 
the Government the prices for the following year could be reduced and the 
prices of other products increased, thereby resulting in the increase of any 
crop in which a shortage may exist ; and 
Whereas under the present system gambling and speculation are deemed 
necessary to make a market, but the fluctuations are so great that frequently 
from 50 per cent to 100 per cent is added thereby to the price of such products 
after leaving the farmer's hands and before preparation for use, all of which 
is lost to the producer and paid for by the ultimate consumer ; and 
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Whereas the stabilization of the prices of certain agricultural products will 
automatically assist to a great extent in stabilizing the cost of meat pro- 
duction : 

Now, therefore, on behalf of the farmers and stock raisers of South Dakota 
and of the entire Nation, we urgently request the Congress of the United 
States to enact a law requiring the President of the United States, through a 
commission of experts fairly representing both the producing and consuming 
public, to fix and guarantee the prices of such farm products, thus assuring 
the producer a fair and reasonable price for his products and automatically 
eliminating gambling and speculation therein. 

Mr. Lyon. I will ask also that the telegram from the South Dakota 
Bankers' Association showing their approval of the stabilization plan 
be included in my remarks. 

The Chairman. It may be included. 

(The telegram referred to is here printed in full, as follows:) 

Sioux Falls, S. Dak., December 1, 1920. 
Hon. Ed. S. Johnson, 

United States Senate, Wash in {/ton, I). C: 

The agricultural and live-stock interests of this country are in i^eril. The 
prices have been reduced far below the cost of production. If farmers are 
forced to sell their grain at the present prices, many of them will be bankrvipt. 
If the stock raisers are forced to sell their immatured stock the herds will be 
depleted and the stock industry jeopardized. It is the judgment of those bes^ 
posted and in close touch with these interests that Congress should immediately 
legislate guaranteeing to the agriculturist a minimum price for his surplus 
crop and do this while the crop is still in "his hands. If such a price could be 
fixed for at least the cost of production, which .should not be less than $1 i>er 
bushel for corn, 75 cents per bushel for oats, $2.25 per bushel for wheat, and 
$3 per bushel for flax at the terminals, this, we thinK would immediately 
stabilize prices. This price, or a price which should be deemed fair to all, 
should, in our opinion, be made to cover the surplus grain on hand at the end 
of the crop year. There may be other plans that will save the producer from 
bankruptcy, but it is essential and important that something be done at once, 
as otherwise there is no inducement to the food producer to crop his land next 
year, even if he were able to do so. Such legislation as suggested, or some 
other plan if thought better that will get immediate relief, should meet the ap- 
proval and practically the unanimous consent of Congress. In our judgment, 
proposed extension of credit will not meet the present crisis. Our producers 
will be able to partially liquidate their indebtedness if they could secure for 
their products the cost of production. Agriculture is the greatest and most 
important basic industry, and the stabilization of the price for farm products 
will also be of tremendous benefit to the business and industrial world. It is 
urged upon you as a representative of the great agricultural State of South 
Dakota that you use all means at your command to hasten legislation as indi- 
cated. 

John W. Wadden, 

President State Bankei's^ Association, 

The Chairman. We have appreciated your statcmont very much, 
Mr. Lyon. 

We will now hear Mr. Marsh. 

STATEMENT OF ME. BENJAMIN C. MARSH, SECRETARY AND 
DIRECTOR or LEOTSLATION OF THE FARMERS' NATIONAL 
COUNCIL. 

Mr. Marsh. Mr. Chairman and gentlement of th3 comm'ttee, may 
I preface my very brief statement of a jew concre' e suggestions ? My 
statement will be very brief, and my suggestions will be concrete, as 
to how to meet the farmers' credit situation, or lack of credit, but I 
would like to preface that by making a little reference to the state- 
ment made by Dr. Wilcox, of the Country Gentleman, here on Satur- 
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day. I will be very brief in this. He said that the country was be- 
ginning to regard the American Farm Bureau Federation as speak- 
ing the mind of the farmers of the country. I think you gentlemen 
know that there is no single farmers' organization or federation 
which speaks for the American farmer because just as we have two 
or more political parties, farmers have different views on economics. 
Many members of the Farm Bureau Federation are also members 
of farm organizations which are affiliated with the Farmers' Na- 
tional Council 

Xow, the question comes up as to whether or not the farmers 
have been able to get credit, and I am just going to make a brief 
statement that in May of this year the Farmers National Council 
realizing what was coming to the farmers, as we saw it, in the way 
of deflation of prices, called upon the representatives of three other 
farm organizations with headquarters here, the American Farm 
Bureau Federation, the National Grange, and the National Board 
of Farm Organizations, and we asked that the Secretary of the 
Treasury should issue certificates of indebtedness to the extent of 
at least $40,000,000, to be deposited in the national banks to be 
loaned to farmers on adequate security as short-time credit. Sena- 
tor McLean, chairman of the committee on banking and currency, 
introduced such a joint resolution, which was opposed by the Secre- 
tary of the Treasury. Since that time we have been fighting almost 
continuously for short-time credit for farmers, and we must have a 
permanent short-time credit system for farmers. 

I am going to suggest some measures this morning which are 
interim and temporary. But the farmers must got adequate credit. 
I am going to ask that I may be permitted to file with you — not 
read, but to file with you — the result of a summary that we made 
of an investigation which was made by a Government body, the 
Federal Farm Loan Bureau, of the short-time credit situation. At 
the same time the Secretary of the Treasury and the Federal Re- 
serve Board were saying that the farmer had ample credit. 

Inquiries were addressed to the 3,978 national farm loan associa- 
tions scattered throughout the country, and out of 2,501 replies re- 
ceived by the Farm Loan Bureau between the 5th of August and 
up to the 1st of October only 1,418, approximately one-third of the 
operating farm loan associations, report that short-time credit is 
available, while 292 report no short-time credit, 314 report a fair 
supply, and 477 report a scarcity. 

Interest rates even in the communities where the associations re- 
ported short-time credit obtainable were usually from 8 to 10 per cent, 
except in a few Western and onte or two Southern States ; and in a 
few cases 10 to 12 per cent, with occasionally from 20 to 24 per cent. 
In addition to this fact some of the associations reported the pay- 
ment of commissions and bonuses, and that loans were often dis- 
counted, thereby often increasing the rate of interest reported. A 
very large proportion of the associations reported that interest rates 
1 ad gone up 1 to 2 and in some instances 3 to 4 per cent above the 
interest rates last year. Interest rates in Western States usually 
ranged 2 to 4 per cent higher than in most Eastern States. It is out- 
lined by districts, or summarized. 
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(The summary referred to is here printed in full, as follows:) 

Farm Loan Bureau Invksticjatiox Shows Serious Shortage of Short-Time 

Credit for Farmers. 

[By the Farmers* National Council. Bliss Building, WaRhington, D. C. George P. Hamp- 
ton, mauagin;; din'ctor ; Benjamin C. Marsh, secretary and director of legislation.] 

The FcMleral Farm Loan Bureau, in the early part of the summer, addressed 
an inquiry to the 3 97S national farm loan associations scattered throughout the 
country, in whieli they aske<l tlie following questions: (1) Is money obtainal)le 
f<ir sliort-time cre<lit? (2) What is tlie prevailinjj rate? (3) How does this 
rate comi)are with last year? 

Rei»lies were received by the Farm Loan Bureau from everj- State in the 
Union except Rliode Island. In not one of the farm loan districts, nor of the 
47 States from which reports were received, do over half of the associations 
oi»eratinp report that short-time credit is available, except in Iowa, Kansas, 
and Wisconsin. Of the 2,001 replies received by the Farm Loan Bureau be- 
tween the ."Sth of August and up to October 1, only 1,418, approximately one- 
third of the operating farm loan associations, report that short-time credit is 
available, while 292 report no short-time credit, 314 report a fair supply, and 
477 report a scarcity. Interest rates, even in the communities where the 
associations reported short -time credit obtainable, were usually from 8 to 10 
per cent, except in a few Western and one or two Southern States ; in a few 
cases 10 to 12 per cent, with occasi(mally 20 to 24 per cent. In addition to this 
fact some of the associations reported the payment of commissions and bonuses, 
and that loans were often discounted, thereby increasing the real interest rate 
reported. A very large proportion of the associations reported that Interest 
rates have gone up 1 to 2 per cent, and in some instances 3 to 4 per cent, above the 
interest rates last year. Interest rates in Western States usually ranged 2 to 4 
per cent higher than in most Eastern States. 

CREDIT CONDITIONS IN LAND BANK DISTRICTS. 

A detailed analysis' of the results of this investigation is most significant. 

In the first land' bank district, comprising the States of Maine, New Hamp- 
shire, Vermont, Massachusetts, Rhode Island, Connecticut, New York, and 
New Jersey, out of 132 operating associations only 31 reported short-time credit 
available. 6 no credit, 22 a fair supplj', and 9 a scarcity. 

In the second district, comprising Virginia, Maryland, Delaware, Pennsyl- 
vania, and West Virginia, out of 170 operating associations, 52 reported short- 
time credit available, 16 no credit, 12 a fair supply, and 25 a scarcity. 

In the third district, comprising North and South Carolina, Georgia, and 
Florida, out of 372 operating associations, 128 reported short-time credit avail- 
able, 18 no credit, 20 a fair supply, and 32 a scarcity. 

In the fourth district, comprising Ohio, Indiana, Tennessee, and Kentucky, 
out of 321 operating associations. 111 reported short-time credit available, 32 
no credit, 38 a fair supply, and 33 a scarcity. 

In the fifth district, comprising Louisiana, Mississippi, and Alabama, out of 
322 operating associations, 80 reported ^hort-tlme credit available, 28 no credit^ 
20 a fair supply, and 35 a scarcity. 

In the sixth district, comprising Illinois, Missouri, and Arkansas, out of 
393 operating associations, 127 reported short-time credit available, 28 no 
credit, 42 a fair supply, and 71 a scarcity, 

In the seventh district, comprising North Dakota, Minnesota, Wisconsin, and 
Michigan, out of 526 operating associations, 212 reported short-time credit 
available, 50 no credit, 33 a fair supply, and 70 a scarcity. 

In the eighth district, comprising W^yoming, South Dakota, Nebraska, and 
low^a, out of 376 operating associations, 151 reported short-time credit avail- 
able, 33 no credit, 21 a fair supply, and 62 a scarcity. 

In the ninth district, comprising Colorado, Kansas, Oklahoma, and New 
Mexico, out of 411 operating associations, 177 reported short-time credit avail- 
able, 18 no credit, 18 a fair supply, and 34 a scarcity. 

In the tenth district, consisting of one State, Texas, out of 324 operating 
associations, 134 reported short-time credit available, 13 no credit, 30 a fair 
supply, and 41 a scarcity. 

In the eleventh district, comprising California, Utah, Nevada, and Arizona, 
out of 176 operating associations, 58 reported short-time credit available, 13 no 
credit, 27 a fair supply, and 14 a scarcity. 
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In the twelfth district, comprisiog Idaho, Montana, Oregon, and Washing- 
ton, out of 455 operating associations, 157 reported short- time credit available, 
87 no credit, 31 a fair supply, and 51 a scarcity. 

CREDIT CONDITIOJiS IN SOME STATES. 

In North Dakota, out of 175 chartered associations, only 52 reported short- 
time credit available; in South Dakota, out of 82 as ociations, only 26; in 
Texas, out of 842 associations, 132; in Michigan, out of 121 associations, 43; 
in Iowa, out of 141 associations, 83. In Kansas out of 132 associations, 67 
reported short-time credit available; in Wisconsin, 49 out of 88; in Montana, 
29 out of 133; in North Carolina, 44 out of 130; in South Carolina, 30 out of 
101 ; in Washington, 69 out of 156 ; in Oregon, 40 out of 91 ; in Idaho, 19 out 
of 75 ; in Maine, 6 out of 17 ; and in New York, 13 out of 48. 

We have had a good deal of talk of extending proper credit, what 
the farmer is entitled to. And may I state that it is the opinion of 
the Farmers National Council that the farmers of the country, the 
primary producers, are entitled to sufficient credit to enable them to 
retain control of their crops, and to market them in an orderly way to 
meet effective consumption demands throughout the year. We do 
not see any justification for the position taken by the big investment 
bankers and big business generally, that the farmer should produce, 
produce, and produce, and as soon as he has stopped producing, there 
his relationship to his product ceases. Of course, the big interests are 
jealous and envious of the farmers getting into commercial life ; that 
is, handling their products in commerce. But we believe the farmers 
have got to see their crops through to the consumer as far as possible. 
It is not completely possible, but that is the ideal, and I mention this 
because it will have a bearing on further suggestions I shall make 
this morning. 

Now, that is contrary, of course, to the vested interests — I do not 
say the rights, but advisedly say interests of the big investment 
bankers and big business. They do not want it. For instance, as I 
have stated to Gov. Harding, of the Federal reserve board — I am going 
to repeat what I have said to him — it is not going to take any more 
credit practically for the farmers' crop to be held by the farmers than 
it will for it to be held by speculative middlemen. It may take a fimd 
of $4,000,000,000 or $5,000,000,000— perhaps much less, it will have to 
be a revolving fund — to handle the farmers' crops, but it will not cost, 
roughly speaking, any more for the crop to be held by the farmers 
awaiting effective consumption demand, and it will not take any more 
credit if the credit be extended to the farmers to hold the crop for 
the effective demand than it will to give that credit to the bankers 
and to the investment brokers and to the big business interests. 

The Chairman. In other words, Mr. Marsh, your plan is that the 
farmers shall control their business in the same way that the manu- 
facturers and other business men control theirs ? 

Mr. Marsh. Exactly that, and also that their business does not 
stop, for instance, when they unload their grain at the elevator; their 
business goes right through until the product is practically ready 
for consumption. 

The Chairman. That would include the milling and sales? 

Mr. Marsh. Yes, sir; commerce in marketing, as well as pro- 
ducing. 

Xow, I want to say this, which I think will be interesting and 
apropos to Senator Eansdell's question: A week ago on Sunday I 
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spoke in Chicago before the. Chicago Federation of Labor, and there 
were some 500 men and women in the hall, and I asked the question 
twice : 

Is there a single man or woman in this body — ^and I knew some of them per- 
sonally — who does not agree that the farmer is entitled to get his full costs of 
production i)lus a reasonal)le profit, the going rate of interest in his community, 
whether it be 5 per cent or 6 per cent or 7 per cent? 

Everyone agreed that he was entitled to that. 

In October, when these conferences on farmers' credit were held 
here, the newspapers were playing up the charges that the farmers 
were attempting to get class privileges in getting help from the Gov- 
ernment. I went to Mr. Frank Morrison, secretary of the American 
Federation of Labor, and to Mr. Warren S. Stone, president of the 
Brotherhood of Railroad Engineers, and I talked or wrote to William 
H. Johnson, president of the National Association of Machinists, and 
to Mr. Bert M. Jewell, the president of the A. F. L., railway de- 
partment, and told them that big business is trying to gather in the 
fann the same as they have labor, and "will you men go to this con- 
ference and tell them what you think is right? " Messrs. Stone and 
Jewell could not go, but Mr. Johnson and Mr. Morrison came, and 
Messrs. Jewell and Stone wired them to speak for them and to go 
to the White House and to this conference and to say that the 
farmers were not getting a fair deal. 

Now, I mention this because I hope we «re not going to have any- 
body rise again and try to play the speculators and middleman's 
game and say that farmers and labor are not in agreement upon the 
farmers getting their production costs and a reasonable profit. I 
know farmers will be satisfied with that. 

The Chairman, That would indicate, Mr. Marsh, that it is an 
important matter for the Government to proceed with this investi- 
gation of the cost of production of farm products, would it not? 

Mr. Marsh. I do not see any stable basis for agriculture until it 
is put on the basis of knowing costs of production. I ain sure the 
present Congress will give appropriations so that the Bureau of 
Farm Management, which is charged with the duty of ascertaining 
those costs can do a thorough job. 

The Chairman. They had about $300,000, I think, last year, for 
that work. I do not know how fully it has been used, or how fully 
they have succeeded in making their investigations. I have a re- 
port, not complete, but to the effect that a great many thousands of 
farms have been investigated; many thousands of farmers have been 
seen and investigations have been made as to how much it costs to 
produce a bushel of wheat, or by the acre, to produce grain and other 
products, and that this has gone on quite extensively, but I do not 
think they have been west of the Mississippi River. I think it was 
mostly in what I call the ADddle West. 

Mr. Marsh. It has gone somewhat to the Pacific coast. And here 
is the plan, if I may refer to it. as outlined to me by Dr. Taylor, 
the head of the Bureau of Farm Management. I am sure this was 
not given to me confidentially, and so I may speak of it. They are 
making as thorough a survey as possible of the costs of production 
of farm staples. They will not repeat that survey every year, but 
thev have their basic fisrnres as a manufacturer would. And then 
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Board Rj -T*!*^! £ z'; .ziiT v-:.'"h I wli'. r/it wirh the committeo lator; 
I was not »••> 1 « ir*n n.v bnu i> nr. it this mominir. 1 will iji^t a 
coj^iy frr»ni t**** Ft- t^^n^l li-e-erve Bmrd arid put it in. In that it was 
stipulated that wlJj*- tlitT were tht^n liianin<r monev to membei' 
banks at ?-{ j»eT t-eisi^ c-»Tr.rKi.i^::T paper as distinfiruished fi'om com- 
mercial p»af»eT shoul i \*e ais^'iiiLsted nt net to ex^^eed t^ |">er cent on 
certain con'iiti''»n5^ wi ici I do nc« want to qutit^ lMK*4iuse 1 do not 
remember them exarfv. 

rOirifODITY TAI^^ 

IF**d*nJ K*>*t*"!r^^ B«£r£ B«£iileT}<*ii Q. siwirs of iJ^lJv, Wii$bilijrton, P, 0.1 

In Thi« r**!rT»'?Tl'»ii fh*- THrrii - ^*.-»iniii«»iliTT pa]v^T'" i$ defined }>s a n<^te, draft » 
or biU of exeiiiLi-c** se^Tiivd T»t -warehi »ii>je t»^rminal 'K^ceiptis or ship^Mnir d<v«- 
meots coreririff «ij*j«r«:»Tet: ajuJ rea'^ly marketable, TK>niX"^Ti:!5h«ble staples piv^perly 
infsnred- 

ComiiK»diTy jtar»er. Tf» lie eliinbie for disso^mt by a Federal resi^rw lv\iik wilder 
section 15. at tbe j^ie^^ial rates hert+*T ainb<^riSDed to be estabU?ibe<t for t»m- 
modity paper bel«'W \]»e u<usi\ commercial rates, must ia> c^^wply with nil the 
requirements of reimlaTion B, series of 191a. P;irasrai'vb$ I and II, or with the 
requirements of recnif^Ti'»n C, series of 15^15: {h^ and t>e ^\aivr on which the 
rate of interest or <^sc>iunt, includinsr commission chart^M the mnker, tb^"^* 
not exeee*! 6 i«er cent r*er annum, and alsi> <c> comply with such txxpibvmcnts 
as to warehouse or terminal receipts, shippinjr diKuments^ 1ns\irjuu^\ etc., 
adapted to the particular needs of its district as a condition of the j^vvtjd rntx'> 
herein authorized. 

Federal reser%-e hanks are now authorixetl to submit nit^"^ fi^r (he dt^H>unt 
of commodity paper in accord with tliis regulation (x>r nwiew by the bOHi>!» 

H. Paskeb Wnxs, Secretary. 

The Federal Reserve Board stated of the .above rutlnjrt 

"It is exi3ected that this new class of paper with Its sinvlnl rntew wtti ptN>ve 
of particular efficacy in meeting the seasiuml demands for ci^MUt f^^oUlttcj* \\\ 
the crop-producing districts, and the board in authorixittg these wpootnl vnten 
will rely on the Federal reserve banks to adopt a i>oUcy which wUl i^^hwU \\\ 
securing for the ultimate borrowers the extension of civdlt on !\UMlornte ternm 
by member banks. As in the case of trade aca^ptanivn, tl\e vn\\''H to bo ewtid^ 
lished for commodity paper may be expecteii to be lower th«u the imUoh OBtnb- 
lished for ordinary commercial paper." 

Now, some such rate of interest, we believe, is thoro\iy:hly prncd- 
cal. We believe that a spread or maxinuuu of hj, and |>rt)bMbl,v I 
per cent between the rate at which the banks jfct money IVoui the 
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Federal Reserve System and the rates which they charge is ample, 
and there should be legislation, which Gov. Harding informed us 
is essential, to limit that spread to 1 per cent. 

I raise another ciuestion in this connection. We do know that 
there is ample credit, only it is turned in the wrong channels. Now, 
we are told the farmer has adequate credit, and 1 mention this be- 
cause the representatives of the Farmers' National Council have 
been through this all summer long. Here are the facts : The Comp- 
troller of the Currency reports that the deposits of national. State, 
and savings institutions, etc., are approximately $53,000,000,000, 
The long time mortgages outstanding against farm values total about 
$4,000,0(X),000, and the sliort-time credit loans of farmers about 
$2,100,000,000, or in round numbers, $6,000,000,000. 

It seems to me, with the importance, of agriculture, it is clear that 
the farmers are not getting their- pro rata of the resources of the 
country which shoulcTbe devoted to essential and basic production. 
I have not seen any answer to these facts from the Secretarj^ of 
the Treasury or GoVernor Harding — and I do not 'mean to be per- 
sonal — and I apologize for mentioning names, but I have to. These 
are the gentlemen who seem to block the efforts to get farmers short- 
time credits. Perhaps th&y are justified, but I have never seen a 
single thing put out which justified the restrictions of credit to 
farmers. 

Now, Gov. Harding, in a speech before the Cleveland Chamber of 
Commerce, I think on September 16, gave figures as to the amount 
of loans made to agriculture by the reserve banks, and if I recall 
correctly, there were about $305,000,000 loaned by the Chicago Bank. 
There was an item of $75,000,000 for industries relating to agricul- 
ture. I inquired of Gov. Harding's secretary what that meant. I 
said, " Would it include loans to the packers and- the milling com- 

Eanies, and the International Harvester Co., and such companies? " 
[e said, " Yes." I submit it is not fair to include loans to such con- 
cerns as these as loans to agriculture. And as we figure it — and Gov. 
Harding has not challenged these figures, although we have given 
them wide publicity — not over 12 per cent of the resources of the 
country in the national banks are devoted to farmers' credit needs — 
probably not 15 per cent. I will submit these figures later. We be- 
lieve they are entitled to get those credits ; certainly on a prorata basis ; 
taking either the basis of the number of men and women employed in 
the industry as compared with other industries or the capital invested. 

Senator Smith of South Carolina. Did you see Senator Glass's 
statement yesterday as to the amount in each district of the paper 
rediscounted this year as compared with last year, coming up to 
November 1 ? 

Mr. Marsh. I did not, but I know Senator Glass can not have 
the exact figures so far as agriculture is concerned, unless he has 
gotten them very recently from the governor of the Federal Reserve 
Board. 

Senator Smith of South Carolina. The question led up to this : I 
iust went in answer to a telephone message from a member of the 
llouse who wanted to know what per cent of the so-called increases 
were for agriculture. And I went up to the department and tried 
to get a separation; I tried to get them to give me distinctly what 



REVIVING THE ACTIVITIES OF WAR FINANCE CORPORATION. 263 

per cent of all this was discounted farm paper for the legitimate 
purpose, and specific, purpose, of aiding farmers. I did not get it.. 

Senator MoNary. Where did you go ? 

Senator Smith of South Carolina. I went to the Treasury Depart- 
ment. 

Senator McNary. Would they not give it to you, or did they not 

have it. . / . 

Senator Smith of South Carolina. No ; they did not seem to have it 
separated. One particular thing, I was trying to get at the Liberty 
bonds held throughout the country, a great many held by the farmers, 
and some by the bankers, had been converted to the commercial 
account ; transferred from a bond account to a commercial account — 
simply transferred from the bond account to the commercial ac- 
count and it was counted as a commercial account instead of a bond 
account. 

Senator Norris. In other words, they included something this year 
they had not included last year. >v 

Senator Smith of South Carolina. Precisely. 

Senator Norris. Which is a matter of bookkeeping? 

Senator Smith of South Carolina. Yes ; and I am having the Con- 
troller of the Currency now give me that and tell me what amount 
is made up in this transfer. 

Mr. Marsh. The controller showed me the blanks they are sending- 
out, but it will be some time before the information is in. In these 
blanks he asks how much they have discounted for commercial paper. 

Senator Smith of South Carolina. Yes ; they told me I could not 
get it before January 1. 

Mr. Marsh. Also a pertinent question would be, how much money 
did you send to Wall Street? I do not mean the locality, but the 
interests that have the disposition to grab everything in sight. 

The Chairman. Is not the statement of Senator Glass this : That 
he gave only a total, or summary of the resources in each reserve 
district? Now, the law provides that where a banker has over- 
loaned he can transfer his loans to another reserve bank. That 
would not mean that it is farm paper. Supposing you take $1,000,000 
worth of loans from the Chicago bank or the New York bank and 
send it to a South Carolina bank, and that district might be alto- 
gether manufacturers' paper, and. there might not be a dollar of 
agricultural paper, and so Senator Glass's statement does not mean 
that it may all be larm paper. 

Senator Smith of South Carolina. If Mr. Marsh will allow me, it is 
a matter of vital importance to this committee. We should not allow 
that kind of figures to go unanalyzed. And I would have yesterday 
risen, in my place and challenged it, but I was in the process of get- 
ting these thmgs, and it is one of those unfortunate situations whera 
you hear a partial statement and can not analyze it. 

Senator Capper. Where do you get your statement of 12 per cent ? 

Mr. Marsh. That is the available data. We have been working on: 
this all summer, and I would be glad, in the next three or four days, 
to look at Senator Glass's statement and submit to the committee 
some figures we have, if it will be any help to the committee. 

2483^— 20— FT 2 7 
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The Chairman. I wish you would do that, and try to get us also a 
statement from the departments. 

Senator Smith of South Carolina. I do not like to take Mr. Marsh's 
time any longer, but I regard this as important. Would it not be a 
good plan for this committee to get the OomptroUer of the Currency 
and the Federal Reserve Board to give us an actual account of the 
paper that has been rediscounted in 1920, and mention that we do not 
want them t6 include transfers or any other things such as bonds or 
rediscounts on loans in it, but this year's actual transactions? 

Senator Kansdeu.. I think if you make that as a motion the chair- 
man will send for it. 

The Chairman. Would you include 1919 and 1920 ? 

Senator Smith of South Carolina. Yes ; as a comparison. 

The Chairman. Is here any objection to that? If not, I will be 
glad to call for it. 

Mr. Marsh. I think that is a good suggestion, and then I will sub- 
mit wh^t we have, and the figures you are asking for will come up to 
date. 

I am afraid I can not finish this morning, but can I take up one or 
two other matters which are important, as we view it. 

Now, I have been in the Northwest recently, in St. Paul and Minne- 
apolis, in Iowa, and some other States. Reference is made to the 
farmers' diflSculties by Mr, Lyon as very seriously affecting labor as 
well. The farmers' great market is labor, and the farmer is labor's 
great market. I found in discussing these questions with people in 
the several cities where I have been, and chiefly with farmers' repre- 
sentatives and with some labor leaders, that they feared that vmen 
we export so much of farm products that the profiteers at home are 
going to take charge of the situation and hammer up prices to the con- 
sumers. Many people in the cities are hard up---and I understand 
there are close to a million and a half unemployed in America to-day ; 
that is a rough estimate, and I do not put it down as final. 

In all probability it is going to increase. It is inevitable. We know 
the big corporations are preparing to lay off some of their men. 
There are now bread lines in a great many cities. It has not become 
the rage to write it up in the papers yet. In making this suggestion 
as to wheat, it is with the understancfing that I am going to take up 
other farm products later in my testimony. But it does seem^ clear 
to us that the United States Grain Corporation did not function in 
the public interest, because I think while Mr. Barnes is an honest 
man, he favored the elevator and milling men too strongly. But if 
the United States Grain Corporation, or some similar corporation, 
could be created promptly but with much more power than was given 
in the last act creating the grain corporation 

Senator McNary (interposing) . W as that United States Grain 
^Corporation founded on what is faiown as the Lever Food Act? 

Mr. Marsh. I think it was a separate act, if I remember correctly. 

Senator McNary. Was not the grain corporation an outspring of 
the Lever Food Act, Mr. Chairman ? 

The Chairman. Originally, yes. 
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Senator McNary. And in that it found its powers to function? 
The Chairman. Yes. 

Senator McNary. Then you say you want powers broader than the 
I»ever Food Act ? 

Mr. Marsh. Yes, sir; as to price fixing. Because 1 find that the 
Federal Trade Commision in its report on commercial wheat flour 
milling, under date of November 22, 1920, states the average invest- 
ment per barrel for the 37 companies thus determined increased from 
$1.14 m 1913-14 to $1.90 in 1917-18, and profit per barrel from 14 to 
^ cents. That is nearly a 400 per cent profit. ' 

Now, in suggesting changes as to the United States Grain Corpo- 
ration, we appreciate the difficulties of the situation. We know that 
we are in very stringent financial times; times of unemployment. 
We believe that while the executive should be very carefully selected, 
the grain corporation should begin functioning soon. Of course, 
there must be a revolving fund with which the corporation can oper- 
ate. The wheat should be bought at the bulk line — say $2.50 or 
$2.75 — ^I do not want to suggest the exact price, as that is a matter 
that will have to be determined by inquiry. The point is to get the 
wheat under the Government's control right straight through ; control 
the elevators, control the milling companies, and see that the baker 
and the housewife get a barrel of flour from them at reasonable cost, a 
cost which is legitimate, with a basic price of $2.50 or $2.75 pay- 
ment for a bushel of wheat; 

Senator Norms. In other words, you would not fix the price, but 
you would give this commission power to fix prices to the public? 

Mr. Marsh. Yes; down to the baker, and the community can con- 
trol the baker, as you control the bakers here in Washington. You 
have had some dealings with them here. And it would be well to 
have the operation of this corporation in the hands of a board 
composed of organized farmers, organized labor, and organized 
women. The board should be generally representative of the 

?ublic interest. I hope we are not going to have the trouble which 
am afraid we are going to have, with unemployment and financial 
difficulties this winter. But we think it is as wise to be prepared for 
financial stringency, as it is to be prepared for war. 

Senator McNary: Mr. Marsh, the Lever food act is not being 
used; would you expect the Congress to pass a more stringent act, 
even though that is on the statute books and not employed at this 
time? 

Mr. Marsh. I think one failure, or one reason of the partial 
failure of the grain corporation is that they did not exercise the 
control hard enough over the elevators and millers. You see, they 
put the load on the farmers. The farmer is not kicking now, but 
he said, " Why should the wheat farmers be singled out for con- 
trol, and yet the consumer pay an enormous price for wheat?" 

The Chairman. In other words, the restricted price was not 
carried out to the consumer ? 

Mr. Marsh. The restricted price failed, because the consumer did 
not get the benefit, as we view the situation. I talked with some 
bankers in the northwest because I try to get the banker's viewpoint, 
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although I do not usually agree with it, but I talked to some and they 
said that lots of the banks are going to break, as so many of them 
have in North Dakota, very shortly, unless the farmers can begin 
to move their crops — tneir wheat, in this instance, of course. And 
if you get failures like that going in a number of States the speed 
is very rapid, if it once gets started. We believe this would oe a 
legitmate measure of reliei, not only to the wheat farmers, but in all 
the States. It is temporary, and I hope it will not be necessary more 
than a year. I think there will be commodity marketing oi farm 
staples ultimately. 

Senator Norbis. You are not asking this then as a permanent pro- 
position? 

Mr. Marsh. No, Senator Norris, I am glad you raised that, it is 
realized that the whole world is on edge to-day. - 

The Chairman. An emergency measure, such as the war measures? 

Mr. Marsh. We have reached a very acute stage. The war was 
largely financed by discounting the future, and we have reached the 
stage of paying the bill. 

Now, I have three other suggestions to make, but I have digressed, 
and I have only five minutes. Shall I summarize them ? 

The Chairman. I take it the committee is anxious to get to the 
Senate. We could probably hear you some other time. 

Mr. Marsh. Suppose I just outline one of them? 

Senator Norris. Suppose you just state what they are, and out- 
line them in detail some other time. 

Mr. Marsh. Yes. I have been trying to study what the effect of 
the war finance corporation will be and of this big, export corpora- 
tion with $100,000,000 capital just orgaifized at Chicago, which can 
have its capital expanded to $1,000,000,000 under the Edge law, just 
what the effect will be. I believe the rehabilitation of the war 
finance corporation is admirable. But here is the situation, if I 
understand it correctly : the Government takes no risk. The private 
banks and the corporations get all the risks themselves. It is the 
private banker or banking syndicate that takes these risks. I do not 
bejieve it is right to the American people to make an appropriation 
of $1,633,000,W0 to the Army and Navy after this war is over, and 
that is what the appropriations asked for those two departments 
total. We need legislation that will assist in carrying these farm 
products and dairy products to Europe. But we thiiS: you ought 
to cut that appropriation for the Army and Navy in half, and use 
half to finance the export of these farm products. And we think 
this action should be taken immediately ; it ought not to take three 
weeks to begin operations. It will enable the farmers to buy labor's 
products, it will stabilize farm products, and it will restore order 
and hope in Europe, and I think that is a most important first ele- 
ment, and we do not ask for a dollar more in appropriations than 
requests before you to-day. I think I may suggest that England is 
too canny to build more dreadnaughts; England isgoing to rely 
largely in the future on submarines and airplanes. Why should we 
sink $695,000,000 in a navy which in the course of a few yearSj by the 
development of airplanes, will be out of commission? I have not 
found a farmer yet who justified any such expenditure for the 
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Army and Navy. Cut down Army and Navy appropriations to 
$800,000,000, and make $800,000,000 immediately available, within 
the next few weeks if Congress so determines, to invest at the rea- 
sonable going prices for farm products here for export to European 
countries, and it will have a tremendously beneficial effect on inter- 
national relations. 

Senator ^McNary. You would have it appropriated and then take 
it out of the Army and Navy fund ? 

Mr. Marsh. Yes; I mean to reduce those appropriations, pare 
down that enormous Army and Navy appropriation and use the 
surplus for the immediate food and clothing needs of the world, and 
not for making more armaments. 

Senator Capper. But we haven't any surplus; you assume the 
money is there. 

Mr. Marsh. I know you will have to issue Treasury certificates of 
indebtedness in anticipation of collection of taxes. And I take this 
position : Is it not justified ? I did not notice in this morning's paper 
how many wars are going on, but I think seventeen or so. We took a 
longe chance to win a war, and we have got to go to some expense and 
take chances to get peace. We have not peace yet. Ours is a prac- 
tical proposition to help the situation here at home and abroad. 

I want to outline this railroad situation^ because I have been 
astounded at the way the freight rates are hitting the farmer. To-day 
the farmer has to pay the railroad between one-third and one-fourth 
of all he gets for his products under the Cummins-Esch law. I met 
a farmer at Indianapolis, and he said he was to get $25 a ton for 
hay ; had a contract for that and had received $3 a ton, and then the 
price fell from $25 to $15, and contract was canceled, but the 
freight rate has gone from $1.40 to $2.40 per ton while the price has 
gone down. Now, we know that next year's crop is not going to 
bring what this year's brings; and next year the farmers will have 
to pay the railroads one-third or more of their receipts for their 
products. 

Senator McNary. Out on the Pacific coast, in crossing the great 
desert, it is more than one-fourth now, and we can not afford to ship 
any more. 

Mr. Marsh. I tried to err on the side of safety. It is putting an 
embargo on farm products from that section of the western country 
to help the east. 

Senator Ransdell. What do you suggest as a remedy? We agree 
these rates are very high. 

Mr. Marsh. Senator Ransdell, it isgoing to be a big issue. I am 
anticipating some settlement later. We do not believe you can put 
the agriculture of this country on a stable basis until you put the 
railroads under unified government operation ; I do not say ownership, 
but under unified government operation. Reduce freight rates to the 
level in force when the railroads were returned, and if there is any 
deficit, make it up out of taxation. We face facts, not a theory, and 
not only the railroad rates but the ocean rates are too high ; but the 
railroad rates are crushing the farmer. The freight rates are going 
up, and the farm products are coming down. I met a farmer the 
other day who said, " Where are we going to get off ? " I talked to a 
number of farmers for two hours the other day. and they said they are 
terribly hit, and it will be harder next year. And they voted money 
for this fight here. 
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I do not need to say to you that we are for ii^mediate packer con^ 
trol legislation. That is the last one of the general suggestions I 
wanted to make. Sometime when you are meeting — I do not want 
vou to call a meeting for the purpose, because I know you are too 
Dusy, but sometime in the near future when you are meeting I would 
like to outline further the council's program on these matters. The 
packer-control legislation I hope will be passed to-morrow morning, 
by the Senate, so it will not be necessary to go into that. 

The Chairman. Mr. Marsh,- your statement has been very illumi- 
nating, and I am sure the committee will be glad to hear you some 
other time. We will meeet soon, and we will let you know. 

Mr. Marsh. Mr. Chairman, I have an article here from the Iowa 
Homestead, under date of December 9, 1920, published at Des 
Moines, Iowa, and I would like to read an excerpt from an article 
entitled '" Iowa farmers give bankers some things to think over." 

The Chairman. That may go into the record. 

(The article referred to is here printed in full, as follows:) 

a Mr. McKay, representing the Federal reserve bank, was the next speaker^ 
and he bluntly told the gathering that Iowa banks owed the Federal reserve 
bank $91,000,000, which was more than her share, and he said that these loans 
were going to be called when due, arid would have to be paid; which means 
that the Iowa banks In turn must call in their loans to farmers ; which in turn 
means that farmers must sell their grain at any price to meet their obligations 
at the bank. But Mr, McKay did not tell the meeting wiiether this $91,000,000, 
which Iowa banks owe the Federal reserve bank, was more than Iowa farmers 
have put into that institution, nor that the allotment to the various States 
was made largely by eastern financial influences, who want the lion's share of 
the money for Wall Street speculation. 

After Mr. McKay had finished, the floodgates of oratory were loosened and 
the storm broke. One shrewd, hard-fisted farmer demanded to whom the Fed- 
eral reserve bank would loan Iowa*s $91,000^000 after her obligations were paid^ 
and Mr. McKay was not prepared to answer the question. Then another far- 
mer asked who was going to buy the fa rmers* products, if they were forced tO' 
sell them at ruinous prices, and he got no more satisfaction than the previous^ 
Inquirer. Next another farmer wanted to know if it would require more 
money to finance Iowa's grain crops in the hands of the producers than in those- 
of the speculators, and again the reply was vague and hazy. 

So it went, till toward the end of the meeting a farmer arose and, addressing: 
the bankers, said : 

" I have listened to every formal address here to-day, and listened in vain 
for the suggestion of any permanent remedy for our troubles. Everything^ 
that has been held out has been merely a temporary- makeshift. I confess I do 
not know the permanent remedy, but I want you bankers, who know more 
more about this matter than I do, to tell me the answer. I want to hear from 
some of you now some specific plan to cure these evils, so that they wiU not 
recur every year." 

There was a painful silence following this question, which Col. Brookhart 
characterized as the most important during the conference and the one which, 
above all others, most deserved answer. The body of men who were doing the- 
most to meet and answer It, Col. Brookhart said, was the " Committee of seven- 
teen," appointed by the American Farm Bureau Federation, at Chicago, last 
July. This committee in its survey has found that more than three-fourths 
of all the money in Iowa banks, and more than half of all the money in aU 
the banks of the United States is farmers' money — put there by farmers. But 
when it came to lending this money, the farmers have little to say about who 
can borrow it. To a large extent, they found that it went for the use and 
benefit of the big financial interests. 

The Chairman. The committee will stand adjourned, subject to 
the call of the chairman. 

(And thereupon, at 12 o'clock m., the committee adjourned.) 
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Fabmebs' National Council, 
Washington, D, C, December 16, 1920, 

Hon. AsLE J. Gbonna, 

Chairman Senate Cotnmittee on Agriculture. 

My Deab Senatob Gbonna : In compliance with the request of the Senate 
Committee on Agriculture I have carefully read Senator Glass's speech in the 
Senate on December 13 regarding the discounts and rediscounts by Federal 
reserve banks. -^ 

I am unable from Senator Glass's speech to make any deduction whatever as 
to whether the legitimate agricultural credit needs of the country have been 
met by the Federal reserve banks. While the figures which the Senator cites 
as to the rediscounts shown in practically every instance a substantial increase in 
rediscounts on November 20 of this year over November 20 of last year, there is 
nothing to indicate, or at least to prove, that the increase in rediscounts is due 
to the rediscounting of agricultural paper. Of course manufacturing interests 
have had dealings with the Federal Reserve Board, and we shall not know the 
exact figures as to the amount of agricultural paper rediscounted by the Federal 
Reserve Board until the Comptroller of the Currency issues his report on this 
matter, based, as I stated to the committee, upon the inquiry he has been making 
of national banks as to the classification of rediscounts and loans which they 
have made. This information will probably not be available until the end of 
this month. 

May I, however, cite some of the figures given by the governor of the Federal 
Reserve Board in his speech to the Cleveland Chamber of Commerce /on Sep- 
tember 16, 1920, to show /that there has been misinformation, or lack of in- 
formation, as to the amount of rediscounts made by the Federal reserve banks 
directly for agricultural purposes? Gov. Harding in his speech stated that the 
bills discounted by the Federal reserve banks in the South and West " directly 
in support of agriculture and live-stock interests " amounted, on September 3, 
1920, to $305,250,000, including $142,000,000 (nearly half of this amount) of 
loans " made directly or indirectly to banks in strictly agricultural sections " 
by the Chicago Federal reserve bank. The farmers' direct loans for the eight 
reserve banks at Richmond, Atlanta, Chicago, St. Louis, Minneapolis, Kansas 
City, Dallas, and San Francisco, Including $142,000,000 noted above was only 
11.4 per cent — about one-ninth — of the total value of bills discounted by the 
reserve banks on September 10, 1920. 

The governor did not state what percentage of the bills discounted by the 
Federal reserve banks of New York. Boston, Philadelph'a, and Cleveland were 
directly and indirectly for agricultural purposes. Doubtless there is a con- 
siderable amount but even at the most 1 beral esfmate the maximum loans 
directly to farmers probably amount at most to only about 22 per cent, about 
one-fifth of the total value of bills discounted by the Federal reserve banks on 
September 10. In his Cleveland speech Gov. Harding ** estimates " that the total 
discounts in support of agriculture made by the eight Federal reserve banks 
in the southeast was $614,861,000, of which $202,101,000 is "the estimated 
amount of discounts indirectly in support of agricultural and live-stock in- 
terests." Of the $202,101,000 discounts " indirectly made in support of agri- 
culture," the Chicago Federal reserve bank is credited with $75,000,000 " loans 
to industries directly allied to agriculture." This might Include the meat 
packers, manufacturers of agricultural machinery and implements, elevator 
and milling companies, whose huge profits made off the farmers hardly en- 
titles the loans made to them to be considered " discounts indirectly in aid of 
agricultural and live-stock interests." 

In view of the fact that the governor of the Federal Reserve Board did not 
mention the amount of direct loans from the four reserve banks of New York, 
Philadelphia, Boston, and Baltimore, though he probably would have done so 
if these banks held much agricultural paper, our estimate of 22 per cent as 
to the total loans directed to farmers is unquestionably more than liberal. 

I should be very glad to appear before the Senate Commitee on Agriculture 
as soon as agreeable to the committee to continue my testimony. 
Yours, respectfully, 

Benjamin C. Marsh, 
Secretary and Director of Legislation. 



APPENDIX. 



Tbeasuby Department, 
Washington, December 10, 1920. 

My Dear Senator : When I was before the Joint Committee of the Senate and 
House last week I said that I would attempt to send you the exports of certain 
leading agricultural products by quantity. I am glad to give you the follow- 
ing statement : 



1913. 

Animals (cattle^ hogs, horses, mules, and sheep) number. 

Cereals and their flours pounds. 

£^gs dozen. 

Meat products (beef, hog, mutton, sausage, and lard) pounds. 

Butter, cheese, and preserved milk do. . . 

Sugar do. . . 

Unmanufactured tobacco do. . . 

Unmanufactured cotton do. . . 

1919. 

Aoim^tls (cattle, hogs, horses, mules, and sheep) number. 

Cereals and their flours pounds. 

JSggs dozen. 

Meat products (beef, hog, mutton, sausage, and lard) pounds. 

Butter, cheese, and preserved milk do. . . 

Sugar do. . . 

Unmanufactured tobacco do. . . 

Unmaiufactured cotton^ do. . . 

1930 (10 MONTHS). 

Animals (cattle, hogs, horses, mules, and sheep) number. 

Cereals and their flours pounds. 

£^ -....dozen. 

Meat products (beef, hog, mutton, sausage, and lard) iwunds. 

Butter, cheese, and preserved milk do... 

Sugar do... 

UnmanuliEUJtured tobacco do... 

Unmanufactured cotton do. . . 

1920 (12 MONTHS ON BASIS OF 10 MONTHS). 

Animals (cattle, hogs, horses, mules, and sheep) number. 

Cereals and their flours pounds. 

Eggs dozen. 

Meat products (beef, hog, mutton, sausage, and lard) i>ounds . 

Butter, cheese, and preserved milk do... 

Sugar do... 

UnmanufEUJtured tobacco do. . . 

Unmanufactured cotton do. .. 



Quantity. 



243,196 

12,207,088,542 

17,668,575 

1,297,200,342 

22,238,874 

51,772,125 

444,371,661 

4,481,868,754 



155,948 

19,629,818,873 

38,789,470 

3,242,545,677 

900,897,620 

1 475,407,678 

776,6»l.918 

3,367,6771985 



173,316 

18,438,696,356 

22,927,263 

1,514,329,847 

408,166,279 

870,365,861 

405,598,872 

2,407,662,146 



207,979 

22,126,435,627 

27,512,716 

1,817,195,816 

489,799,535 

1,044,439,033 

486,718,646 

2,889,194,575 



Value. 



S6, 595, 644 

198,049,732 

3,806,64.5 

L')3,104,237 

2,639,790 

1,873,923 

52,937,894 

575,495,653 



11,535,962 
905,095,781 

18,812,231 
985,012,706 
144, en, 760 
114,737,491 
259,987,837 
1,137,371,252 



15,927,584 
873,185,734 

11,329,022 
366,473,001 

73,325,173 

88,544,975 
211,734,159 
952,950,851 



19,113,101 

1,047,822,881 

13,594,826 

439,767,600 

87,990,208 

106,253,970 

254,080,991 

1,143,541,021 



v. 



I am sending herewith a more detailed set of statistics. 

The following gives the total value of exports and imports for 1913, 1919, 
and for 10 months of 1920 : 



Exports of merchandise 
Imports of merchandise 

Excess of exports. 



1913 



12,484,018,292 
1,792,506,480 



691,421,812 



1919 



$7,920,425,990 
8,904,364,932 



4,016,061,058 



1920 
(10 months). 



16,832,324,338 
4,692,695,065 



2,130,629,273 



The total exports for the current calendar year, on the basis of the 10 
months, it is estimated, would be $8,196,000,000. The total exports for the last 
year of the war — that is, for the calendar year 1918 — ^were approximately six 
billions. 

Some member of the committee asked what fraction of the* exports went to 
Europe. Preceding the war the percentage going to Europe was about 68. 

270 
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I am of the opinion that the percentage since the war would range somewhat 
lower, i)erhaps not over 65 per cent and not under 60 per cent. 
Very truly, yours, 

D. F. Houston. 
Hon. Geoboe W. Nobsis, 

United States Senate, 

United States exp'orts of the principal domestic agricultural products of the 

United States, 

FOR THE CALENDAR YEAR 1919. 



Articlefl. 



Animals: 

Cattle number . 

Ho?s do... 

Horses do... 

Mules do... 

Sheep ^ do... 



Total of above 

All other, including fowls. 



BreadstufFs: 

Wheat pounds. 

Wheat flour do... 

Bran and middlings do... 

MiDfeed do... 

Brmd and biscuit do... 

Total wheat and products do... 

Rice and rice bran do . . . 



Other 

Barley do... 

Buckwheat do.., 

Com do... 

Oats do... 

Rye do... 

Com meal do... 

Oatmeal do... 

Ry6 flour ^. do.., 

Total other cereals and their flours do . . . 

Total of above breadstuft do... 

All other breadstufEs 



Total breadstufls 

Cotton, unmanufiictured pounds.. 

Eggjs doxen.. 

Fruits and nuts: 

Apples, apricots, peaches, prunes, raisins, and other grapes, dried, 

pounds 

Lemons and oranges boxes . . 

Apples, green or ripe barrels.. 

All other fruit 

Peanuts pounds.. 

All other nuts 



Total fruit and nuts. 



Hay tons. 

Honey pounds. 

Hides and skdns, raw do... 

Hops do... 

Heat and dairy products: 
Meat products- 
Beef products pounds. 

Hog products do... 

Mutton do... 

Sausage and sausage casings do... 

Lard compounds and steann ,..do... 

Total of above meat products do... 

Other meat products 

Dairy products- 
Butter, cheese, and preserved milk pounds. 

Other dairy products 



Total meat and dairy products. 



1919 



Quantity. 



69,859 
24,745 
19,691 
7,122 
34,531 



155,948 



8,885,188,200 

5,184,117,876 

10,118,080 

27,390,720 

12,827,005 



14,119,641,881 
377,497,423 



180, 

8, 
626, 
1,769, 
1,842, 
235, 
220, 
248, 



536,832 
931,552 
783,248 
425,120 
297,296 
680,004 
883,637 
141,880 



5,132,679,569 



19,629,818,873 



8,367,677,985 
38,789,470 



289,261,807 
2,085,384 
1,712,367 



19,778,490 



32,144 

9,075,502 

24,923,651 

20,797,504 



Value. 



$6,439,521 

683,911 

2,853,396 

1,189,180 

369,974 



11,535,962 
464,702 



356,918,290 

293,449,517 

233,114 

798,636 

2,506,447 



653,906,010 
34,812,805 



53,832,319 
307,454 
18,624,400 
^,485,424 
61,786,232 
10,920,847 
11,995,782 
12,424,508 



216,376,966 



905,095,781 
15,313,375 



920,409,157 

1,137,371,253 

18,812,231 



42,896,366 

9,010,298 

14,471,282 

56,210,837 

2,123,41 

1,462,408 



126,264,603 

963,152 

1,955,091 

10,895,321 

8,832,255 



408,441,264 

2,637,638,776 

3,000,164 

47,564,649 

145,801,824 



3,242,545,677 



900,897,620 



104,669,890 

828,454,216 

632,667 

15,483,628 

35,772,307 



985,012.708 
29,148)452 

144,671,760 
2,013.705 



1,160,846.625 



l_ 
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United States exports of the principal domestic agricultural products of the 

United States, — Continued. 

FOR THE CALENDAR YEAR 1919-Contiiiaed. 



Articles. 



Vegetable oils: 

Com pof.nds. 

Cottonseed do. . . 

Peppermint do . . , 

Total of above ol Is do . . . 

Linsoed gallons. 

All other vegetable oils 



Total, v^etable oils 



Heeosr 

Cotton pounds . 

Flaxseed J*, .do. . . 

Grass do. . . 

Total of above seeds '. do . . . 

All other seeds 



Total, seeds 

Sngar and molasses: 

Molasses gallons . 

Blnip do... 

Sugar pounds. 

Tobacco: 

Unmanufiactured do. . . 

Manufactured— 

Cigarettes thousands . 

Cigars do... 

Plug and smoking : pounds. 

All other tobacco 



1919 



Quantity. 



6,415,054 

193,133,751 

97,880 



199,646,6K5 
1,525,178 



1,918,848 

929, 37« 

25,730,597 



28,578,821 



8,867,779 

16,731,846 

1,475,407,678 

776,684,918 



Total manufactured. 



Vegetables: 

Beans and dried peas bushel 

Onions do. 

Potatoes (except sweet) ; do. 

Pickles and sauces 

Canned vegetables 

Another 



Total. 



Wool, unmanufactured pounds. 



16,209,769 

50,086 

11,888,436 



4,271,526 

810,959 

3,642,322 



2,839,980 



Value. 



$1,551,319 

40,890.202 

654; 282 



43,095,803 

2,606,885 

54,636,216 



100,338,904 



88, 74:^ 

125, J 5S 

5,656,68V 



5.770,590 
2,771,836 



8,542,426 

1.311,217 

10,299,244 

114,737,491 

269,987,837 



38,063,591 
1,088,531 
6,006,273 
1,708,427 



46,866,822 



22,6.30,248 
2,095,142 
6,475,20$ 
2,039,641 

11,355,391 
3,237,009 



47,S32,634 
2,230,629 



FOR THE 10 MONTHS ENDING OCTOBER, 1920, AND ESTIMATED ON THIS BASIS FOR 

THE CALENDAR YEAR 1920. 



Articles. 



Animals: Cattle, hogs, horses, mules, and 
sheep number . . 

BreadstufEs: 

Wheat, wheat flour, bran and middlings, 

mill leed, bread and biscuit pounds. . 

Rice do 

Other cereals: Barley, buckwheat, com, 
oats, rye, com meal, oatmeal, and rye 
flour; total of other cereals and flours, 
pounas 

Total all breadstufls (including above) . 

Eggs dozen.. 

Cotton, unmanufactured. pounds. . 



10 months, 1920. 



Quantity. 



173,316 



13,513,328,931 
306,383,665 



4,618,983,540 



22,927,263 
2,407,662,146 



Value. 



$15,927,584 



673,011,987 
32,778,403 



167,395,344 



883,074,958 

11,329,022 

952,950,851 



Estimated, calendar year 
1920. 



Quantity. 



207,979 



16,215,994,717 
367,660,662 



5,542,780,248 



27,612,716 
2,889,194,575 



Value. 



$19, 113, 101 



807,614,584 
39,334,084 



200,874,413 



1,050,689,950 

13, 594, 826 

1,143,641,021 
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rnited States exports of the principal domestic affricuUural products of the 

United flf*afe«.— Continued. 

FOR THE 10 MONTHS ENDING OCTOBER, 1020, AND ESTIMATED ON THE BASIS FOR 

THE CALENDAR YEAR 1920— Continued. 



Articles. 



I Fruit and nuts: 

Apples, apricots, peaches, prunes, and 
raisins , and other grapes, dried . . pounds . . 

Lemons and oranees boxes. . 

Apples, green or ripe barrels. . 

Peanuts pounds. . 

Total fruit and nuts (including above)... . 



Meat and dairy products: 

Beef products pounds. 

Hog products do . . . , 

Mutton do 

Sausage and casings do 

Lard substitutes and stearin do 

Butter, cheese, and preserved milk . . do 

Total meat and dairy products (includ- 
ing above) , 

Molasses gallons . 

Sirup do. . . 

Sugar pounds. 

Tobacco: 

Unmanufactured do 

Cigarettes thousands. 

Cigars do — 

Plug amd smoking pounds. 

Vegetables: 

PeasandKbeans bushels. 

Onions do. . . 

Potatoes do. . . 



Total vegetables (including above) . 



10 months, 1920. 



Quantity. 



120,217,889 

1,600,088 

802,923 

7, 163, 156 



220,902,066 

1,216,636,476 

3,041,655 

34,360,728 

39,388,032 

408,166,279 



5,339,472 

5,738,480 
870,365,861 

406,598.S72 

13,550,542 

47,652 

8,071,425 



1.855.624 

806,537 

2,942,285 



Value. 



$21,977,927 

7,349,129 

6,768,341 

923,994 



65,984,031 



46,146,802 

300,091,570 

646,961 

10,670,461 

8,918,127 

73,325,173 



452,041,653 

1,077,238 

3,803,201 

88,544,975 

211,734,159 

31,148,917 

1,044,530 

4,178,425 



8,115,203 
1 872,661 
8,520,669 



28,524,743 



Estimated, calendar year 
1920. 



Quantity. 



155,061,467 

1,800,106 

963,508 

8,583,787 



265,063,547 

1,469,963,771 

3,649,986 

41,232,874 

47,265,638 

489,799,535 



6,407,366 

6,886,176 

1,044,439,033 

486,718,646 

16,260,650 

57,182 

9,685,710 



12,226,629 

967 841 

3,530,742 



Value. 



$26,373,512 
8,818,965- 
8,122,099 
1,108,793- 



79,181,917 



65,375,070^ 
360,109,884 
776,353 
12,804,541 
10,701,752 
87,990,208 



542,449,984 
1,292,686 
4,663,»41 

106,253,970' 

254,060,991 
37,378.700- 
1,253,436 
5,014,110^ 



9,738,244 

2,247,193 

10,224,803 



34,229,692^ 



FOR THE CALENDAR YEARS 1913 AND 1914. 



Articles. 



i .\nimals: 

Cattle number. 

Hogs do... 

Horses do . . . 

Mules do. . . 

Sheep do. . . 



Total of above 

All other, including fowls. 



BreadstufTs: 

Wheat pounds . 

W heat flour do . . . 

Bran and middlings do. . . 

Millfeed do... 

Bread and biscuit do. . . 

Total wheat and products do . . . 

Rice and rice bran do. . . 

Other cereals- 
Barley do. . . 

Buckwheat do. . . 

Ck)rn do. . . 

Oats do. - . 

Rye do... 

Com meal do. . . 



1013 



Quantity. 



26,236 

12,118 

20,366 

5,075 

170,411 



243,196 



5,970,538,080 
2,406,528,376 

10,296,040 
323,225.280 

11,544,910 



8,722,131,686 
31,959,659 



613,548,816 

70,612 

2,336,058,604 

168,787,936 

111,716,024 

80,175,368 



Value. 



.1851,060 
133,962 

4,217,928 
797,370 
596,324 



1914 



Quantity. 



8,694 
12,399 
92,923 

9,771 
78,227 



6,595,644 
475,411 



95,098,838 
56,865,444 

123,216 
3,792,872 

661,048 



156,541,418 
914,932 



7,882,342 
1,632 
26,515,146 
2,106,846 
1,376,249 
1,337,341 



10,431,716,640 

2,502,738,308 

11,643,520 

100,578,240 

12,646,796 



13,059,323,504 
54,824,437 



873,992,928 

9,430,080 

875,064,344 

1,122,139,744 

419,285,160 

68,198,788 



Value. 



$515,046 

157,421 

17,461,687 

1,675,130 

317,939 



20,127,223 
292.034 



187,184,100 

62,391,503 

145,780 

1,276,467 

725,145 



251,722,995 
2,116,621 



11,183,382 

191,668 

12,246,293 

19.026,302 

7,794,125 

1,294,964 
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United Stottes ea^poris of the principal domestic agricuUwral products of th0 

United States. — Continued. 

FOR THE CALENDAR YEARS 1913 AND 1914— Continued. 



Artieles. 



Breadstofb— Continued. 
Other cereals— Continued. 

Oat meal pounds . . 

Rye flour do — 

Total other cereals and their 
flours pounds. . 

Total of above breadstuffs do. . . 

All other breadstuffs 



1913 



Quantity. 



Total breadstuffs 

Cotton, unmanufactured pounds. . 

Eggs dozen.. 

Fruits and nuts: 

Apples, apricots, peaches, primes, raisins, 

and other grapes, dried pounds. . 

Lemons and oranges boxes.. 

Applas green or ripe barrels. . 

All other fruit 

Peanuts pounds . . 

All other nuts , 



Total fruits and nuts 

Hay tons. 

Honey pounds . 

Hides and skins, raw. x do... 

Hops do... 

Meat and dairy products: 
Meat products- 
Beef products do... 

Hog products do. . . 

Mutton do. . . 

Sausage and sausage casings do. . . 

Lard compounds and stearin do. . . 

Total of above meat products. . .do. . . 

Other meat products 

Dairy products- 
Butter, cheese, and preserved milk, 



41,369,506 
1,270,472 



Value. 



3,352,997,197 



12,207,068,542 



4,481,808,7^ 
17,668,575 



176,150,691 

964,370 

1,920,221 



7,709,639 



56,173 

0) 
22,155,356 
25,701,497 



pounds 
Oflic 



er dairy products 

Total meat and dairy products. 



Vegetable oils: 

Com pounds . . 

Cottonseed do 

Peppermint do 

Total of above oils do 

Linseed gallons . . 

All other vegetable oils ." '. 



Total vegetable oils. 



fieeds: 

Cotton pounds. 

Flaxseed ; do... 

Grass do... 

Total of above seeds do... 

All other seeds 



Total seeds. 



Sugar and molasses: 

Molasses gallons. . 

Sfrup do.... 

Sugar pounds. . 



168,092,792 

1,020,778,833 

4,789,431 

36,305,726 

67,233,560 



$1,347,996 
25,931 



40,593.382 



198,049,732 
5,342,124 



1914 



Quantity. 



28,601,085 
10.164,052 



3,406,877,081 



16,521,025,022 



203,391,856 

575,495,653 

3,808,645 



Value. 



$1,028,171 
249,615 



53,014,520 



306,854,136 
3,426,737 



11,926,914 

3,027,917 

7,417,400 

10,541,214 

391.508 

403,742 



33,708,695 
947,351 

(') 
2,079,440 
7,483,670 



1,297,200,342 



22,238,874 



17,788,647 

264,778,781 

112,390 



282,679,818 
1,690,771 



24,606,185 

283,133 

23,571,172 



48,460,490 



1,493,390 
13,237,132 
51,772,125 



17,221,894 

124,138,511 

547,893 

5,122,904 

6,073,035 



153,104,237 
4,382,232 



2,639,790 
480,309 



160,606,568 



3,285,408,833 
21,019,166 



111,873,100 
1,984,179 
1,541,361 



6,737,006 



50,015 

0) 
21,528,031 
11,056,449 



183,353,943 

827,523,130 

3,847,093 

30,525,560 

66,595,380 



1,111,845,106 



30,317,011 



310,280,873 

343,904,905 

5,154,327 



8,566,459 

4,577,888 

5,695,621 

10,028.871 

378,793 

287,871 



29,535,503 
832,490 

0) 
3,396,183 
2,926,401 



20,954,052 

102,048,277 

436,069 

4,695.525 

5,966,839 



134,100,762 
3,636,731 



3,456,886 
279,862 



141,474,241 



1,219,362 

17,991,098 

367,023 



19,577,483 
783,713 
671,893 



21,033,089 



350,606 

397,747 

2,081,128 



2,829,481 
506,944 



3,336,425 



245,927 
1,742,278 
1,873,923 



16,198,953 

216,308,961 

119,037 



232,626,951 
265,781 



1,127,146 

14,683,798 

309,450 



16,120,394 
154,317 
621,999 



10,965,792 

23,684 

25,014,678 



36,004,154 



879,102 

10,704,687 

390,409,054 



16,896,710 



144,097 

42,112 

2,468,666 



2,654,875 
578,873 



3,233,748 



119,859 

1,371,613 

18,233,455 



> Not segregated. 
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United States exports of the principal domestic agricultual products of the 

United States, — Continued. 

FOR THE CALENDAR YfiAR 1913 AND 1914— Continued. 



Articles. 



Tobacco: 

Unmanufactured . 



.pounds. 



ICanufactured— 

Cigarettes thousands . 

Cigars do... 

Plug and smoking pounds. 

AD other tobacco 



Total manufactured. 



: V^etables: 

Beans and dried peas bushels. 

I Onions do. . . 

I Potatoes (not sweet) do. . . 

! Pickles and sauces 

I Canned vegetables 

! All other 



Total 

Wool, unmanufactured pounds. 



1913 



Quantity. 



444.371,661 



2,318,802 

1,796 

7,801,087 



339,511 

411,371 

1,816,589 



0) 



Value. 



S52,D37,894 



4,109,421 

35,636 

2,393,098 

217,755 



6,755,910 



909,740 

331,001 

1,448,906 

923,880 

1,615,351 

1,608,667 



6,837,545 



1914 



Quantity. 



347,295,269 



2,407,226 

1,846 

7.578,489 



597,925 

617,582 

2,714,835 



(>) 



Value. 



$43,908,364 



1 Not segregated. 



4,227,449 
32,122 

2,543,215 
179,846 



6,982,632 



1,795,862 
620,919 

2,238,896 
913,833 

1,587,359 

1,598,896 



8,755,755 

0) 
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3 6105 119 513 658 
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